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TH'E Burean of Economic Analysis
(BEA) has completed a comprzhen-
sive revision of the national income and
product aceounts, the seventh of skind.
Such & revision, often calted a bench-
mark revision, iz the occasion for the
incorporation of newly available nnd re-
vised sonrce data, the reconsiderntion
and improvement of definifions, classi-
fications, and estimating procedures, the
introduction of new series, and tha re-
design of tables to moke them more con-
veniant and informasive.

This article is an introduction to the
revigsien, and i1s in four parts. Part T
provides an overview of the origing of
the revision. Part I provides a survey
of the major duta sources that underlie
thie revigions of the components of the
national incoms and prodect sccounts
and of the definitional, classificational,
or methodologien] changes that have
been made. Paxt JT1 deseribes the new
information provided in, and the re-
design of, the national income and prod-
uct acconunt tables, Part IV exomines the
size and significance of the revisions

The myjor points of the revision nre:

* Three sources of informotion gcon-
pied a centrnl role in this berchmark
revision, They are BEA's 1972 input-
output  tobles, summary tabulations
from the 1977 economic censuses, and
1578 and 1976 tabulatione of reculis of
andits conduncted by the Internol Eeve-
nna Service in its Taxpayer Compiiance

Measuroment Prograrm.

* A numhber of improvements in the
treatment of international transactions
were introduced. Two major ones are
the rddition of veinvested earnings to
receipts and payments of ineoms on di-
rect investment and o chonge in the de-
flation of factor ingome flows,

s Methodological improvemenis have
heent made in most components of the
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nationa] income and produyet accounts.

Omne set was based on 3 BEA study of
prices paid by the Depsrtment of De-
fense, which for the fizst time provided
gsource data for estimating constami-
dollar national defense purchases,

* The amgund of information pro-
vided in the nationsl income and prod-
uct accounts has heen expanded. In
particular, severnl new tahles and 3
number of new iterms in previously pub-
lished tables provide new information
on foreign traneactions and on govern-
ment receipis and expenditures

* (Growth frends are about the same
in the revised estimaies as in the previ-
onaly published ones for 1929-89. For
196979, the annnal growth rate: of real
GNT and resl national ingome are 0.3
percentage points higher than in the
previgusly published estimates, Those
of real gross domestis product and
domestic income are higher by one-haif
this amount.

* The revised ¢stimates show
stronger investment and saving, par-
ticularly in recent years, than did the
previgusly published estimates. Postwar
trends in the distribution of ineome hy
Eype are littls affected by the revision.
In the 1970%, however, the yevisions in-
creass the share of corporate profits and
reduce that of employes compensation,

* The pattern of cyclical Anctuations
iz about the same in the reviesd eski-
mates as jn the previously published
ones. The revisions de not chaags the
* pealktor trough guarters for any business
cpale, but lessen somewhat the severity
of recent contrections and strengthen
somewhat Tecent expansions (chart 1).

Publication of the revised extimatey

All estimates for the period begin-
ning with 1968 have besn revised.
Estimabes for earlior periods have heen
revised whenever source data for those
petiods were revised, changes were
necessary to maintain comperability
with the revised estimates for laier

SURVEY OF CURRENT BUSINESS  Decoaber 1950
_ CHART 1 I
Gross National Procuct, Real Gross National Product, .and -

Implicit Price Defistor, 1960-30 -

i

e
1] 0T ﬂ'ﬁ'mﬂ

W5, {mghrimwend, T Gormianor, Gyt of Exowtic Srelyss i



December 1950

periods, or there was o need o correet
estimates for other reasons.}

The rvevised nstional income and
_preduct accounts (NIPA} estimates
appear in tbree publications, each
-eovering a different time period:

{1) This issne of the Svrvzr or
Corzrwr Boemvess coniains summary
snnnal estimates for 1978 and 1979

Fa

1. Althongh meet of tha apfer somponitte of
* the pailooal ioeome Al prodiet accounts have
been révimed befors 1965, the revialons wouelly were
1+ limited te w siogle detaded subcomponent. For the
current-llne spblmates, the revised majer com-
ponents £nd the year from whick thay Were Teviel
axs : perasne] consumptlon extepditarss (POEY fox
Aduralile goode (1084 ; serrices BB {1887) ; non-
resldentlal producers” durabla aguipment {103%)
penregidental zud cosldentlal sérocigres {1025} ;
“nrnfarm cienge io bosinhn lnveteries {1843) ; net
exporte (1937); caplinl sonsempiion cliswsnoes
" with capital comsomptlon adjnFoneot (152903
wages apd salarben (1987); famm propriedors” ie-
come with 1nventory velsadon adfoatment TVA)
ADd  wlthout rcapital cobddipdEon  adlustnent
“{(A02D) ; vemtnl Iacoipe of peceant [1935) ;. cprpes
et profits before taxr {183%] ; [TA, both corporate
r"amd noneorporate {105 ; kmd net {nterest and per-
sondl Intetent Inceme {146}, Conatani-doliar series
*'that ave Teviged boek fariher thon the eorrespond-
lng corrent-dellar Ferles sos: durobls peady PCE
v (1890} ¢ earviess PO (1020) 1 net erporte (1590400 ¢
Federal Government porekoses {2347 [ ond Bimde
- arul Jocal fowernment porcaees (1528 Conatnnt-
dollay GNP Foar sclected Induptelss was revised badk
o 1947,

&
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and quarterly estimates for six quar-
ters ending with the third quarter of
1980 {pages 27 to B7), and smmmary
monthly estimates for October 1879
through November 1980 (pages S5-2
and S-4). (In addition, table 7 con-
tains snnnal estimates back to 1929 for
selected product and income aggre-
gaies.)

(8) National Imeoms and Product
Aecountz Tablee, JO76-T78, o special
supplement to this issue of the Strvey,
containg estimates for 1978-78 for the
128 annus] and seasomally adjusted
quarterly and monthly NIPA tables
{The siz tables thai. provide seasonally
unadjusted quarterly estimates will he
published in & forthcoming issus of the

AVAILABILITY OF REVISED
ESTIMATES

The c¢ompplate st of ravisad NIPA
estimates and the BBA estimates of
capital stocks and relakad massnTes are
avgilable o both hard copy end ma-
chine rendalle form. For further infor-
mation, write to the Natimal Incotne
atul Wealth Divislon {BE-54), Boreay
of Beononmle Anslysia, T1.8, Departmeant
of Commerss, Washington, D.C. 20230

3

Supvey.) These tables will henceforth
ba published in July isues of the
Stevey, when the NIPA estimates
undergo their regular annual revision.

{8} The Navional Inoome and Prod-
wot docounts of the Tnifed Staies,
1990-76 ; Statistivel Tebies will contain
nll estimates covering earlier yeara.
Mogt ennual reries begin with 1929 and
most quartarly and monthly series
begin with 1946, Some detailed tables
covar shorter tims spans, snd one tabla,
showing GNP in current and constsnt
dollars, goes back to 1008, This supple-
meant is expected to be available for pur-
thase from the Superintendent of Doc-
uments in March 1931

Estimates for 1977 and later years
will be roevieed again next July to in-
corporate dats thet beeome available
annuslly but with a considerable time
lag. Tn the fature, estimates for the four
preceding years will be revised each
July.? Estimates for the lntest quaerter

2. In the post. caly the 2 preceding Feacs ‘wurs
eVieed. DalaFe 1o the avallabelicy of zodrce dats,
radinly tabulationg of sokPochis lntowms thE Yo
o Irvin the Iniwrdal EBEeveoge Service, bava

. made it DeckRAYY to artend the Tevidon pesiod.
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will ‘continue to be revised each month.
The estimates contnined in the 192876
supplement are expected to stand with-
out revision until the next benchmark
ig completed.?

4. Par capltz sgHmaden arg an ereapbon; pavi-
aont will be made when the Borean of the Crii¥de
reviess Ity populatlen gerles to incorporete reauits
of rhe 1880 Cenmuz of Population. Al revisloma
nod errata ¥ill be poblished In the SURYEE.
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A fourih report is in preparation. It
will explain the conceptual framework
of the NIPA% and describe the meth-
odology uwsed to prepave the estimates

Regional estimates of personal incoime
nnd disposable personal incomue have
nt yeit been revised to conform to the
new national aggregates. For years be-
ginning with 1068, this revision is
scheduled for completion in Auguast
1981,

Part 1. The Origins of the Bevision: An Overview

IN discussing the origing of this revi-
sion, it will be helpful to distinguish:
(1) new amd revised data from reguo-
larly veed sources that become available
less oftsn than annually, identified in
thiz article 238 “major banchmark
sourees™ ) {2) new and ravised date from
regularly used sources thet are usually
ineorporated gt the time of the armual
ravigsionz of the NIPA’s, identified as
“major repular sources for 1977-T9%:
{3} sources previcusly not available;
(4) mew astimating techniques; (5) new
classifications; and (6) improved defl-
nitions and concapis,

In this article, they are grouped as
follows: The first and second are
grouped together ae “major data
sources.”” Tha next two—ssuress previ-
ously not wrailable end new estimating
techniques—are grouped together be-
cause often the availability of & new
souree leads to o change in estimating
technique; they are celled “changes in
methodelogy.” Conceptual and defini-
tionz]l changes reflect changes in the
view that iz taken of the economic strae-
ture and process that can be imple-
mented becanse the requisite datm are
available. Changes in clessification fre-
fquently have charoeteristics of hoth
concepinal and definitions] changes, om
tha one hand, and methodological
changes, on the other; they are eonsid-
ered 4 separate group.

In soma sactions of this artiele, n dis-
tinetion will bs made beiween revigions
stemiming from conceptual and defini-
tional chonges, which are nsnally called
“definitionn] changes,” and all other re-
visions, The latter will be colled “sta-
tistical revisions,”

Three major data sources

Becausa three sources occupy &
cenéral role in this benchmark in that
they affert many components of the
NIPA's, thay will be introduced here.
They are EEA’s 1%i2 input-output
taklez, summary tabnlations from the
197T censuses, and 1973 and 1978 tabu-
lations from the Taxpayers Compliance
Measurament Program (TCMP).

The input-output tables provide
benchmarks for the expenditure eom-
ponents of GNP. BEA’s latest inpni-
output tables, fivst weed in the present
-benchmark revision, are for 19724 The
immediately preceding input-ontput
tables wera for 1967. Bacause the re-
viged estimates for 1988-71 mre inter-
polations between the 1587 and 1972
tables, and estimates for 1073 and later
years are extrapolations of the 1972
tables, intrednction of tha 1972 tablass
changed almost 2ll expenditure series
in all years beginning 1968. Some of
the revieed 1967 and 1972 NIPA esti-
mates reflect data that became avail-
able after publication of the inpmt-
output tablea.

Information from the 1077 can-
suses—which sover astivities In roim-
ing, manufacturing, wholessle and re-
tail trade, construction, fransportation,
selected services, snd governments—is
usad for many components of ths
NIPA’s. The presant benchmark revi-
sion used much mors informnation from
the 1977 censuses than the preceding
"%, They were pudlisbed it summary form in Ehe
April 1870 Etmver, For & doserfpton of the tobles
anil cliotloos of pobikatlong mod compmizr thpes
prevlilog wddlifonol deinll, sse Dednitisne ond
Jenvemitens of the 1972 Fuput-Ouwipud Siedy, Ba-

ten of Bocopomde Analysie Stalf Paper, Toly 1980
(ERA~5F Ri=DR4}.
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benchmerk revision veed from the 1972
censuzes. Inesmuch o3 the censwsas are
a major source of information for the
input-output  tables, this incxeased,
usage will {end to reduce the revisons
that will result from incorperation of-
1977 input-output tsblea in the next
benchmark revision.

Tsbulations from the TCMF provide
mformation needed to estimate the val-
ues that would be obtained from indi-
vidual income tax retums if every re- -
turn were audited as intensively as the
TOMP sample. The relationships be-
tween the values initially reporied on
fax reiwms, which are tabulated by the
Internal Bevenue Service for Statistios
of Income, and the results of the andit™
are used to adjust tax return tabulations .
used in estimating nonfarm proprietors’
income, met interest, rentsl income of
persans, and nongorporate capital com-.
snmption allowanees, Estimstas for theL
period beginning in 1970 2re affected by
tha 1use of the new data, becauea the 1960
TCMP tabulations were the latest avail-
phle for nsa in the Inst benchmark.

-

Retention of the 1972 valuation year

Constant-doller sstimates comtinus to™ *
be velued in 1972 dollars For the analy- .
siz of current economio conditions and
for short-term economic forecasting, it~
would be desirable to shift to a éurrent..
valuation peried, in view of the sharp
changes in relative prices since 1972.'"]
The year 1977 iz likely eveninally to~
become & valuation yeer becanse of the |
large mmount of detailed and reliable
product information that will becomeo~
available. However, becanse many of the
data—imnost importantly the 1977 input-
outpiut tabls and much of the prodact
detnil thet underlies jt—are not yet |
available, 1t would not heve been pes-
gible to shift the voluation year to 1877
ir full product detail. In -addition, a |
ghift in the valuation period woald have
delayed completion of the banchmark+
revision, N

Moreover, relative prices have con-

tinued to change shaxply since 1977, sug’ ‘@

gesting the desirabilily of an even more,
recent valuption year. BEA plans to |
supplement its reguler constant-dollar

estimates by approximating econstani-
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' dollar estimates valned in dollars of a

* pracent yeaT, and to continue to ghidt for-
ward the valnation period for these sup-
,Plementary estimates if relative prices

** sontinue to change sharply. :

i Further, becanse no eatimates based
on a single valeation year are sufficient

" in themselves for the analysis and pro-

SURVEY OF CURRENT EBUSINESS

jection of longderm economic growth,
BEA plens to provide indexes of real
GNP an? other measures of production,
and of their principal components, that
are obtained by linking indexes of the
sorponents computed for subperiods
about a deoade in fength with weights
approprizte to the subpariod,

. ~ Part IL. The Origins of the Revisions:
A Sarvey of NIPA Components

]
IN this survey, internationsl trans-
actions are discussed first beconse defi-
-nitional, clasificational, or methodo-
logical changes were eepecially numer-
pus and because those affecting net ex-
» ports made a major contribution to the
revision in GNP and national income.
Sections concerned with the rempining
GNP components—personal consump-
Hon expenditnres, gross private domes-
“tis investment, and government pur-
~chases of poods and services—follow.
 Next, a seetion is devoted to national
income and ita components. Finally,
- there is 2 short list of changes that de
not fit into the preceding sections. For
each section, the major data sources are
Aisted first. The numbered items that
follow that Listing describe the defini-
" tional, classificationsed, or methodologi-
- cal ﬂ]mngea.

l=

" Net Exports of Goods and Services

The number and size of the changes
+in the measurement of interrnational
transnctions reflect the availability of
"new information together with the in-
.ereazed  importance of these trons-
nctmns, and ropidly changing prie: re-
" Istionships—eapecially these of oil snd
gold—that hsve made the estimates
, more sensitive to the choice of method-
ologies. The revisions of net exporis,
-which sre shown in enrrent and con-
_gtant Qdollars for selected wenrs in takle
1, sre largely due to definitional

changes,
" Major data sources
° BEA’s balance of payments secounts

{BPA’s) are the only “major bench-
mark source™ and the only “major reg-

ular source for 1977-T8." The velation
of foreign trznsactions in the NIPA's
to the corresponding items in the BPA’s
is shown annually in table 4.5 of the
NIPA tables.

Changes in definition, classification, or
methodology

A nambér of improvements have
been intreduced, Some of the methodo-
logical changes had previonsly been im-
plemented in estimates for recent pe-
riods. In such cnses the new methodol-
oy has now been fully incerporated.

1. Addiion of reinvested carnings of
ncorporated afftliates—Reinvested
earnings of incorporated foreign affili-
ates of 13, direct hnvestors have been

Table 1.—Kerisiang inm af Eopds

and Sarvices, Years
o I:m wm
Efllonn of gpiimra
GCarenk dlera:
T —— 14| 0| IBG
Dofinldonel ] BE ] R | 1E1
Equals; Beadsbemlb ... GL) W1 RB
Comtart (1972 dulisry
S, N 1Y% I ] ] H
Lews Dafindthonal?, oo veeeeeeiceone| LB | &I i“:i'::
uols: SaklFicalF .. .. .eiiieeeees] 2] (1 zp
Foaroant
Ongyenk Sollary
LR N T FY S LY} TN S A ——" - e 4 ‘
T AR
Eaunly; Seachssbend s, . | LL| &4 2R3
Const ik {1972} daflars:
.................................. 14 &
e —— HEALH
Equoks Biadisicalr. . ..o G4 =4 &7

I Inclides oot fnfgw oF rebpmebed samd of laenrg-
&l lates and, In
B i o B o e

4 Estimato cho IrHm %] 18
nmuwmmm PORHTE £ pagalive, oo
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added to, and reinvested earnings of in-
corporated TS, affilistes of foreign
direct investors have. been eliminsted
from, the factor income component of
pet exports. This is the only definitional
change in this benchmark revision that
significantly affects current-dellar na-
tional prodact and income.”

Leinvested esrnings, which are the
difference between net earnings and
dividends paid, are allocated among a
sorporation’s stockholders in proper-
tion to their equity interests. If a U.S.
direct investor {corporation, individual,
or other entiiy) hss, say, a 1i-percent
equity interest in & forelgn corporation,
it is credited with 13 percent of that
corporation’s reinvested esrnings, meas-
ured net of foreign income taxes, Simi-
larly, if a foreign direct invesior has a
15-percent equiby interest in a U.8. cor-
poration, it is credifed with 15 percent
of that corporation’s reinvested earn-
ings, measured net of TLS. income taxes.
Fn the previously published estimates
only dividends paid were included in
factor income. Reinvested earnings ac-
erning to portfolic investors (thoss
pwning less than 10 percent of & foreign
sorporation} coatinua to be omikted
from international factor income flows,

Reinvested earnings of affiliates that
are not separately incorporated in the
host country {“unincorporated affii-
jates™) have always been, and continne
to be, incladed in the factor income
flowrs, These earnings consist mainly of
the enrnings of vnincorporated affitistes
of corporations and are often called
“pranch profite.”

The inflow of reinvested enrnings of
incorporated affiliates has persistently
exconded the outflow; the excess has
risen from $.0 idllion in 1972 (o $106.1
billicn in 1979, Accordingly, inclusion
of the net inflow in the NIPA messure
of net oxports of goods and services
Talses nations! produect, Becanse rein-
vested earnings are added to corporate
profits of the mest-of-world industry,
national income 6lsa is raised. The
changa also regults in inereases in the
net foreign investment component of
gross investment and in gross private

% The thange wos Intreducad 18te the BPA's
in 1BTA See Part II of the Fups 1975 Sumer,

T
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saring [ses item 3). Ii doez not afect
domestie prodaet or incoms,

The addition of the inflow of rein-
vasted earnings begins with 1937 from
1937 to 1940 it did not exceed $150 mil-
lion in any year. Beduction of the ont-
flow beging with 1840, when it was $11
million. Estimates for preceding vears
back to 1930 were omitted for lacie of
information. Reinvested earnings have
always been incleded -(in dividends) in
the 1918-29 asiimates, both m the
NIPA' and the BPA%. The inclusion
of reinveeted earnings in the post-
World War IT years makes national
income and product totals for those
years comaparable to those for 1020, with
which they ara often compared.

9. Elimination of copital gaing ond
losses.—Capital gains and losses have
been sliminated from the eamnings of
unineorporated forsign affilintes, Their
elimination baging with 1978, when datn
first became available: the source iz the
EBEA qusrterly survey of international
divest investment. Ap explained in the
September 1950 Sumver (page E},
capital gaing and losses had previousiy
Been sliminsted for estimates beginaing
the second guarter of 1980, Conse-
gquently, only estimates for 1978, 1875,
and the frsé quarter of 1950 are now
affecied by the change. The amounts
involved in these periods are small. The
hewly odded estimates of reinvested
carnings of ncorpornted affiliates also
axelude eapital gaing and losses, begin-
ning with 1078, Before 1078, losses of
unincorporated and incorporated affil-
intes from expropristions or national-
izations were nol included in direst
investment income and thus did not
affect the estimates; other capilal gains
and losses wers included.

The exelusion of capital gains snd
loszes from profits in the rest-of-the-
world industry mekes them more neacly
congistent with the NIPA measure of
domestic profits, which has nlwoys
excluded ecapital gains and losses. Tn-
ventory valuation and eapital con-
sumption adjustments are not made fo
profits in the vest-of-the-world indastry
because data are not available.

2. Massifioation of sarnings of unin-
corporated affitistes~—In the previously
published estimates, the earnings of un-
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tneorporated foreign affiliates of TI.S.
direct investors, neariy all of which ae-
crue to corporations, minue the earnings
of -uninsorporated T8, affiliates of
Toreigm direct investors, had boen classi-
fed as undistributed corporate profits
in the rest-of-the-world industry. These
earnings have now bean classified as
dividends paid by that industry. The
effect of this reclassification is to raise
net dividends paid and lower wndietrib-
uted corporate profits in the rest-of-the-
world industry, and lower net dividends
and raise undistributed corporate prof-
its in domestic industries. For the
scondmy as # Whole this chenga does
not effest nat dividends or andistributed
profits.

The reason for the reclassification is
as follows, Earnings of unincorporsted
sililiates that are repatriated should be
counted a2 dividend payments from the
afiiliate to the parent, and unrepatriated
earnings should ke counted as undistrib-
uted profits of the affiliate. However,
necossary nformation on the distribu-
tion of earmings @8 lacking, espacially
for earnings of foreigm affiliates of T.8.
banks. The former treatment implied
that most of the carmings ars not re-
patriated. The 1977 Benchmak Survey
of U8, Dirvect Invegtment déroed indi-
cated that the larger part is repatriated,
Accordingly, the entire amount now is
trented a3 dividends.

£, Methodalogy for gold—The meth-
odology for estimating gold in the NI-
PA messures of czporis and imporis
was previcusly changed for astimaieq
beginning in 1976, as explained in the
July 1979 Survey {page4). The metho-
dology has now besn applied to esti-
mates prior to 1376, Imports are now
estimated a3 the excess of the value of
zold in domestic final sales plas the
changs in business inventories over the
value of U.5. production of pold. Ex-
ports are set at zero. Previousiy, imports
and exports of goid had been taken from
the BFP A series for merchandise trade.

The valus of U.8. production of gold
should be in¢luded in measures of pro-
duction apd meorze along with the valua
of U.S. production of all other com-
modities. Income otiginating in the pro-
ducticn of gold should be entéred along
with income vriginating in the produc-

tion of other commoditizs. In prodac-
tion, which iz the sum of the moveral
categories of final sales and the change
in inventories, gold should be snterad
along with other commodities, Afier”
1975, U.8, eitizens were sllowad to hoid ..
gold. At that time, to malre s complete
accounting for gold it beoame

to inoluds change in inventories of gold
held by U.8. citizens. However, such
information was not available,

Under the new methodology, the -
value of TLS. gold production is esti-
msted by multiplying Burean of Mines
data on the quentity of domestic produe-
tion by the price paid by mdusttinl,
users. From that estimote, an estimate
of the value of domestic final sales plus-
changs in businesy inventories is sl
tracted. The latter is estimated from
Burean of Mines data on the gunantity
of gold azed as a raw material in donees- .
tic production pluas the change in inven-
tories held for industrisl use, multiplied =
by the price of gold paid by industrial .
users. Because historically T7.3. produc-
tion has not been suflicient to satisfy in-
dustrial uses, the excess of use over pro- -
duction is eniered as an import of gold,
and exports am st ab zero. As g resuli
of the new methodology, net exporis,.
exports, imports, GNF, and NDF are
changed. -

§. Segsonal adjustmens of merphan- -
dize frade—Srasonally adjueted gquar-
terly estimates of merchandisa trade
{except that in gald) in the NIPA’s are -
taken from the BPA's The totals for
axports and for ithports are obtained as
the sums of seasonslly adjusted esti-*
mates for end-use categories.

This method wag intreduced in the
NIPA's for the estimates beginning in"*
197¢ in the July 1979 annual revision
and has now bean carried back to 1967.
It was introdnced in the BPA's in June -
1980, when the seasonal sdjustment .
tachmquea elsa were substantially im-
proved® Until June 1880, although the
BPA tables showed aaaaonalljr adjusted 4
gquarterly estimastes by end-use cate-
gories, the BPA totals for seasonally |
adjusted guarterly axports and imports”

A

% The Juir I9TH FIPA cbange B dizcosssd o !
tha Ducemher 107D Immue of the SonTRY, [ 6 the
June 1#80 BFA change lu the Toos 15680 lssue, pp. i
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" were baged on Census Burean season-
¢ ally adjusted monthly estimates. Until
. 1979, the Census Bureaw’s exports and
imports totals were seasonslly adjusted
'* directly rather than obéained as the
.. sums of components. In 1879 the Caneus
" Bureau changed ite procedures so as to
L ubl;nm totals for exports and imports
.. a2 the sums of seasonally adjusted esti-
mat-&s of Standard Industrinl Trade
“ Classifleation categories.
,  An end-uvse classification of merchan-
- dize trade iz believed to be most wse-
¢ fu] for economic analyzis, and it 13 ased
» b0 present data, make seagonal adjuast-
_ments, and {as will be seen} to deflate
" exports and imports
- B, Deflation of net emporte.—Both
: sonceptual end methodological changes
have heann made in the deflation of net
;+oEpoOrts : 4 conceptual change in the de-
flation of factor income, and methode-
“logieal changes in the deflation of mer-
# chendise trade and services ofher than
. factor income.
The inflow and cutflow of factor in-
* come represent, respectively, the value
_ of production abroad that is attributed
to factoras of production supplied by
T.8. resideniés and the value of produe-
_tiop in the United States that is attrib-
uted to factors of production supplied
- by foreign residents. (Virlually all of
-the income is sttributable to capitel)
For' deflation, it would be appropriate
“ be eross-classify these flows by the in-
. Husiry and country in which preduction
ooonrs, and to deflate each cell by a price
“index for the appropriate industry-
< oomiry combination, However, infor-
metion required to carry out such a pro-
* tedure is not available. It investments
- are widely dispersed among industries,
and exchange rate adjustments reflect
" changes in relative prices, the results
+ of the desired procedare can be approxi-
. mated by deflating both the total inflow
and total outflow by a generzl indax of
- prices in the United Stxtes. The new
_.estimates are based om this procedure;
" for the price index the implicit prica de-
- flator for .S, net domestic produet is
. 3ed. This method of deflation is also
consistent with another view that may
" be taken of international flows of factor
Income; From the standpoint of the
Awmerican recipients or payers, the
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purchasing power in the United Siates
of a dollar of income earned abroad or
paid to abroad is indistingunishsable from
that of & dcllar of income sarned in do-
mastic production or paid to a TS, rest-
dent. The retionals for this methed will
be disenszed more fully in » forthcom-
ing article in the Swrver. When it is
ussd, the implisit price deflakors for
GNF, NNP, and national income are
virtually the seme az their domestic
counterparts. (GDFP, NDP, and domes-
tic income, rezpectively).

Previously, diffevent price indexes
had been wsed to deflaie the inflow and
outflow of factor income. The inflow
had beex deflated by sz implicit price
defiator for imports of commedities and
selected services, and the ouiflow by a
sumilar deflator for exporty. Because
import and export price indezes hava
diverged since 1972, this method intro-
duced Yarge diferences between current-
and constant-dollar net inflows of factor
income that are mot consistent with any
appropriate price index. Im 1979 the
current-dollar figure was $245.3 billion
and the consiant (1972) dollar figwe
only $7.9 billion. The change to the new
method raises real net exports and na-
tional ineoms and prodoct, measured in
1972 dollacz, by $4.4 billion in 1977, and
$8.7 billion in 1979, {These amounts are
for facior incomes as defined in the pre-
vionzly publishad estimsates snd sxelude
reinvested earnings.) Domestic national
Incoma and product are not affectad.

Merchandisa trede continues, with
one excaption, to be daflated by Census
Burean unit valoe indexes. In tha re-
vieed estimates, the deflation procedure
for the period begtaning with 1967 is as
follows, Carrent-dollar estimates of ex-
ports or imporfa are allocated among
end-uso entagories quarterly, ezch eate-
gory iz divided by a pait valne index
(18T2=100), and the qootients are
added to obtain total exports and total
imports: in 1072 dollare. The effect is
that, as desired, quarterly series for the
end-use categories are combined by nse
of 1972 price weights. Exports of com-
mercial aireraft ave the excepltion to the
vze of unit values, Beminning in 1973,
they are deflated by the Civil Aeronsu-
tics Board (CAB) price index for com-
mercial sircrafi. The estimaies for
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1929-66 are obiained liks those hegin-
ning in 1967 exoept that datailed salen-
lations are made only annunally, and that
the detail refers to “sconomic clazses™
{five sach for exports and Imporis)
rnthar than to end-use cabegorics, The
dlassification based on “economic
clogses™ e emsentially a stage-of-fabri-
cation clagsifleetion, whils eud-use cate-
gories are exentially marvket-catepory
groupings.

The previcusly published estimstes
differed from the revised estimaies in
four respects. First, the shift from eco-
nomic classes to end-use categorics was
not made until 1972, rather than in 1967,
Second, a summary deflation procedore
that did not introduce 1972 werghis to
combine economic classes hed beer used
for the 192855 estimates when the base
vear was ghifted from 1958 to 1872
Third, upit valae rather thap the CAB
price index was used to deflate commer-
cin aircraft. Fourth, the deflation was
done in less detnil.

Deflation procedures zlso have been
changed for most services components
other than factor incomes. The most
significant. changes were those for fees
and roynlties between affilintes, {rans-
fers under T0.8. military sgles contracts,
snd mizcellaneows U.S. Government
services, The deflation of the inflows and
ontilows of fees and royalties beiween
affilintes is related to the new deflation
procadure for fector income. Previ-
ously, these Aows had been deflated by
the same two indexes that wers nsed for
factor income, They are now deflated by
& gingle index, the implicit deflator for
GDTP. This change further raizes the
values of Teal net exports and national
income and product in recent yoars
Storting in 1972, transfers under U5,
military sales sontracts, an export com-
ponent, ave deflated, by commodity
groups, by implicit price deflators da-
veloped by BEA for deflation of na-
tional defense purchases. (See the sec-
tion on government purcheses} Alse
siarting in 1972, exports of miscallane-
ous U.S. Government services are de-
flated by the deflator. for goverament
sales of services. Previously, both com-
ponents had been deflated by the de-
flator for mexchandise exporia.



Personal Consomption
Expenditnres

The revisions in personal sonsump-
tion expenditures {PCE), which ara
shown in current and constant doilars
for solected years in table 2, are due to
information from benchmerk sourees
and, for leter years, from regular
sources used for the annual revisiens,
Thera iz only ona important change,
which is mathodological.

Table 2.o=Revisions in Personal Cq:.maump-
tion Expenlivares, Selectsd Years
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Major data sourees

Major dbenofirnark sources include the
1572 input-output table, for poods and
services; the 1877 Census of Retail
Trade and revised 18968-T6 Censng
Burean series for retail seles, for goods:
the 197T Census of Selected Services, for
services; the 1877 Cenzns of Transpor-
taticn, for the allocation of track seles
to ¢onsumers; and revisions of varions
series prepared by other apencies, such
as the Health Care Financing A dmin-
istrafion informuiion om hospitals and
health insursnce. Two ather sourees and
thair use require more explanation.

EEA uses Department of Agriculture
estimates of the composition of expendi-
tures for food, along with dats on ex-
penditures for gsenfood and imporied
food, to divide food purchased for off-
premise econsumption smeng 17 com-
penents. The somponsnts are than seps-
rately defizted by appropriate price in-
dexes, Havisions in the Department of
Agrionliure estimaces beginning in 1972
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changed the composition of current-
dollar food expenditeres and hence the
weights nttached to the various price in-
dexes. This change resulted in smaller
inerenses in food prices and lrrger in-
creases in eonetant-dollsr food expendi-
tures. Becguse the new weights became
available several yesrs ago and were
previously used for changes after 1875,
their full vse signifiesntly affected both
levels end changes for 1873-75 but only
the leval of the seriea in later yeara

The corrent-dollsr estimates for
health insurance have been substan-
tially revisad, beginning in 1872. Re-
vised estimates of premioms and bane-
fits paid obteined from the Health
Care  Financing  Administration
{(HFCA} of the Department of Health
and Human, Services, which in torm sre
based primarily on tabulations from
the Health Insurance Assoniation of
America (HIAA), have been incorpo-
raied. The major cause of the revision
of the HFCA data is the elimination
of duplication, in reporting tn HIAA,
of premiums aod clxites of insarance
companias that provids administrative
pervices both to other insurers amd to
heolth organizations. Also, the nst pre-
miums paid for privately administerad
workmen's compensation insurance, an-
other component of health insurance,
were rovised in order to utilize data
compiled by A M. Best and Company.
Constant-dellar estimateg of health in-
surance are celeulated by extrapolat-
ing the base year valve by daflated ben-
ofite paid. The revisions of benafits
wers small relative to revisions of net
premiume, 5o that the lerpe revisions
in current dollars resnlted in Jarge re-
visions of the implicit price deflator
for health insuranca rather than of the
constant-dollar estimates, _

Major regular sources for 19790
inelude revised 1977, 1978, and prelim-
inary 1979 data from HCFA, for hos-
pitals and health insurance; the Census
Burean's final 1977 and preliminary
1978 Anmual Housing Survey, for hous-
ing services; the Coensus Bureau’s final
1977, 1978, and 1879 Annunl Retail
Teade Survey, for goods: final 1876
Edison Electric Institute tabulstions,
for electricity; revised 1973 and pre-
liminary 1979 American Hospital As-
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gociation tabulatons of Teceipts and
expenditores of hospitals, for hos-
pitals; and final 1978 and preliminary
197% Federal Highway Administration
trbulations of gasoline consnmption by -
motor vehicles, for gazolime.

Changes in definition, classification, or
1. Deflation of hespiial ewpendi-
#urss—In the previously published es-
timates, total PCE for hospitele—con-
sisting of the current expenses of
privete nonprofit hospitals, receipts of
proprietary hospitals, and receipta of -
private nursing homes—had been de-
Aated by a cost index developsd by BEA
from data for nonlabor costs, obtained -
from the American Hospital Associa-
tion, and lzbor costs, from the BEA
wage and salery series. In the revised
estimates, the receipts of proprietary .
haspitals are deflated by the Consnmer
Price Index for hospital servica charges, '
the expenses of nonprofis hospitals by .
an American Hospitel Association In-
dex for total costs, and nursing home °
receipts by o cost index developed by .
HCFA.

Grosa Private Domestic ‘.
Inveatmzent : )

Revisions in gross private domestic |
investment, shown in table 3, are sub- 1
stantinl and for the most part skem from .
the incorporation of major benchmark *
sources, The largest revision is in pro- ™

ducers’ durable equipment. Ong classifi- ~|I,

Table 3. svinsots i Geoas Pelvate Domﬂ-"f
the Tovestment, Selected Yeur :
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cational chapge and two methodological
changas have been nrade.

Major ﬂmmrﬂﬂ

Major berohmark soursez Include the
+ 1872 input-ontput tables, for fixed in-
vestment ; preliminery estimotes of the
input-output type prepored for 1977,
~ for producers' durable equipment; the
1977 economic censuses (and some data
from the 1972 censuses that were not
- available for the last benchmark re-
vision), for chunge in buzsiness inven-
tories (CBI} ; the 1877 Cansus of Trans-
“portation, for allocation of trucks to
. producers’ durable equipmeni ; and, for
structures, revised (heginning 1959)
* Canmis Burean series for the value of
_new single-family construction put im
place, revised (beginning 1978) Depari-
ment of Agriculture estimates for non-
o residential farm structures, and a re-
_vised (beginning 1973) Census Buresu
prme, index for single-family honsas,

‘M ajor reqular sources for 187779 In-
dunde vevised 1978 and 1979 Census Bu-
' reau estimates of construction expendi-
- tures and construction costs and prices,
: for structures; preliminary 1978 An-

nual Survey of Mannfacturers tabula-
j -tioas, for (2B ; and {nal 1877 and 1978
* Census Burean Annual Trade Sucvey
".' and Annval Retail Trade Survey tabu-
~lationg, for OBI,

Changes in definftion, classificalion, or
methodology

1. Reclossification of holals and
§ motsls.—In the classificatiop of GNP
“components, the value of construetion
« of naw hotels and moteds bas been trans-
forred from residential nonfarm strue-
“tures, where it was included in the “non-
%~ housekeeping” compopent, to nonresi-
dential structures where it sow iz in-
cluded in the “other™ component of nen-
: farm buildings (tables 54 =nd 5.5 of
the NIPA tables). Thia transfer has
; aieo been made in the classification of
% capita} consmmption and in BEA'R cap-
‘ited stock estimates. The raclassification
brings the division of st'ﬁeturﬁﬁi
¥y -tween rasidential and nonresidential
.o conformity with the division of GHP
4 8nd national income betwesn housing
and nonhousing eomponents, GNP and
Txtional income originating in hotels

wﬂvm &-'I-d-?-u-hﬁ:“‘""!."“
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and motels were previously, and con-
tinue to be, omitted from housing gross
prodact and income (tables 1.5, 1.6, 1.20,
and 1.21).

2, Methodolagy for producers’ dura-
Bie GW—-—{EEI'J]IIEM of produc-
e1e’ durable equipment (PDE) in
banchmark years, including 1967, 1972,
and (on a preliminary basis because of
the ahsence of new ratios to allocate
durable equipment to final users} 1977,
are commodity-fiow eatimates that are
based on the full set of data collected
in the quinguennial economic censuses,
For periods between and afier bench-
marky, twe independent series were
averaged to obtain the estimates in the
previously published RIPA estinates.

One series is obtained by an abbrevi-
ated commodity-flow procedurs, To ob-
tain annual estimates, exports and gerr-
ernmant purchases are suitracied from
shipments by manufactnring industries
produging durable equipment, obtained
from the Census Burean's Annusl Sur-
vey of Manufneturing (ASM), im-
ports sre added, an adinstment is mada
for changea in wholesals inventories,
and trade and irsnsportation merging
are added to obisin the valve of pur-
chases by private demestic bayers.
Thase valwes are then divided between
iterns comprising producers’ durable
equipment and others. The resaliing
maasre of the valne of PDE differs
from the data derived from the bench-
mark. inpot-output tables primarily in
that (1) the ASM shipments data are
available only for broader elagsifications
of products than those reported in the
quinguennial canizirs and (2) the alloca-
tion to final users is based primarity on
information from ths previous input-
output tables. Annual estimates pre-
pared before the ASM is available and
yuarterly estimates are obtained in an
even moare abbreviated manner because
the shipments date, which are from the
Censuz Burean's monthly survey of
manufacturers’ shipments, inventories,
and orders, are availsble in Jess detajl
than they are in the ASM.” From 1067
to 1972, and agein from 1972 to 1977,

7. In both tenchmark 2kd ofher yeaxd, busioss
porchasee af automobiles ove b sxcaption to the
procederen desaribed. Ther ave hased on wnit salen
dotn shizlned from trate ssprpatipns ad wrpdness
end cofanawr sbasres bared on replairstiont of new
At oilem
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the chenges in the ASM-based series
closely approximate the chapges in
PDE obisined by the commodity-flow
procedure for economic census years.
The second series consists of esti-
mates obteined by adjusting business
expenditures for new plant and equip-

‘ment, 88 reported in BEA's plant and

aquipment expenditure survey, {o allow
for differences in definition and cover-
sge between plant and equipment ox-
penditures  and = prodoeers’ durable
equipment.

To obtain the previously puablished
annual PDE estimates, data for banch-
mark veavs were interpolated and ex-
trapolated by the average of the two
saries just described. The quarterly esti-
mates were also based on the average
movement of the two series. This pro-
cedare i3 reteined through 1972, when
the dets represent interpolations le-
tween benchmark years. In the revised
estimetes, only the abbreviated com-
modity-flow method is used to extrapo-
lata bayond 1972 The change was made
mainly becsuge the abbreviated com-
modity-flow ymethod is used o extrapo-
mated the changes in the estimates ob-
teined by the use of the censes-year
sommaodity-flow method and becauss the
estimates that the abbrevisied method
produced were more comsistent with
NIPA estimstes of other components
than were the estimates from the plant
and eguipment survey. For quarteriy
asftimates, spperiority of sither method
over the other is unclear, (Revised quar.
terly ostimates from the pllmt and
aquipment survay, puh]lsh&d in the Oe-
tober 1980 SBumver, could not ba ob-
tained in time to use after 1972 in the
NIPA revisions.} The change in proce-
dure will be kept under review.

3. Methodology for change in non-
Farm business inventories and tavendory
valuation adfwstment—Major changes
have been mads in the procedures ussd
to" deflate the book values of nonfmm
inventories. These ochanges snbston-
tially improve the estimates of constant-
dollay CBI, of cnrrent-doller CBI,
which is derived by inflating the con-
atant-dollar sevies, and of inventory
valuation adjnstment (TVA), which is
the difference between the change in
bool: value and the current-dollar CBI.
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The new IVA estimates also affoct two
nationnl ineome eomponents: propria-
tors' incoms and corpornte profits, both
with inventory waluation and capital
consumption adjustments.

One set of improvements affects the
manufacturing and trade industries,
The deflation of book waluer requires
information on the commodity and age
composition of goods held in inventory
{used as weights for prics sevies}, and
on changes in the acquisition priee or
production costs of those goods The
commodity weights have been updated
and prepored in much grenter datail in
order to allow use of more appropriate
and more detailed indexes of prices (or
eostad 3 a5 3 rvesult shout ten times s
many price or cost indeses are now usad.

The agea of inventory items also have

heen estimated at a grester level of de-
tail. Groups of commodities with mark-
edly difsrent tumover periods have
been delineatsd and separate deflators
constracted for them. (A tnrnover pe-
rigd 13 caleulated as the retio of an in-
ventory stock to monthly sales, and rep-
resents the time a good nermally re-
maing in inventory.) In addition, the
different effects of the various business
accounting methods on twmover pe-
riods have been explicitly estimated and
integrated into the calenlation of age
composgition.

The other major improvemnsnt affects
only manufasturing indostries. Inven-
tory detail by stage of fabrication—
materials and supplies, work-in-proe-
ess, and finished goods—is used for the
frst time, For the period since 1988, in-
venbories in each of the three stages are
deflated separately each mouth; the
previously published estimates implied
fixed weights for them. Materials in-
ventories are defleted nsing materials
price indexes, Work-in-process and
finished goods inventories sre defiated
by cost indexes constructed by BEA a5
weighted nverages of materinls inderves
and indexes representing the cost of
labor nnd various overhead inputs, De-
flators ars estimnted for each stage of
fobrication for 81 manufacturing indus-
trisg, The manufactoring CBI estimates
by stage of fabrication will be puhblished
in the Somver. A detniled description of
the methodology ie heing prepared.

SURVEY OF CURRENT BUSINESS

Government Purchases of Goods
: and Servicee

" Revisions in government purchases
are shown in table 4, Although the revi-
sions in total govermment purchases are
small for most yedrs, major improve-
mends in the methodology enhanced the
reliability of the estimates of total pur-
choses, resulted in betfer estimates of
the comyposition of purchases, and per-
miltted the provision of more dstail.

Toble 4. —Revisions in Goveromeat Pur-
%lnm of Goods and Services, Seleated
e _

107 | 1872 | 100
Bk of dwillars
Currenit dollars: B atistien] l-..-." . ol —=7
Constant (18T dallaea: Spatbuload - -2 [1] T.3
Farcant,
Cormunt dolers: Satiatlval ... ... .. -3 aj] —a
Consbend (72 dellurs: Btatkatienl 1. .1 i} LE

1. Consiaty of revislona mwmmmmm of Bew
o revizod daks [oom benchoeck sairoes BT 3OTIFCES
For 1977-90 srd due to all changes sxcapt thoes are dall-

Major data sources

Mejor benchnvark sources ave the 1972
input-output tables and the 1972 amd
1977 Censusen of Governments

Major regular sources for I977-79 in-
clude the Census Burean's Public Em-
ployment Svrvey, for Stabte and local
government purchases ; revissd 2678 and
1074 Census Burean data for consiruc-
tion expenditures and construciion costs
and prices, for government structures;
the Federal badgei for fiscal year 1581,
for Federal Govermment recmipts snd
expenditures; the Census Bureen®s final
fiseal year 1978 and preliminary fiscal
year 1979 Governmental Finances Sur-
vey, for State and locsl government
rereipts and expenditures; and the
Census Burean's final 1977 and 1978 and
preliminary 1879 Survey of Financas of
Selected Fublic Employes Retirament
Systems, for State and local govern-
ment recoipts ani expenditares,

Changer in definition, elossification, or
methodofogy

1. Methodology for national dsfenge
purchaset—A principal chonge m the
methodology of estimating government
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purchases stems from the development
of an important new source of informa-
tion, In 1875 BEA, with the support
and cooparation of the Department of
Defensze {DODY), underook a study to
develop constant-doller national de- .
fense purchases. The major emphasis
was on the collection of aetual prices
paid by the DOD, including prices of .
unique items such ss military aircraft,
missiles, tanks, and the constraction of
military facilities. A detailed Listing of .
the types of goods and services pur-
chnsed was developed. These purchuasss
were gronped into approximately 100 2
seperate categories to form the basis
for the estimatas of corapensation, strue-
tures, dutable goods, nondurable goods, ~
and services, A sample of items wag then
selected from each category for pricing,
begirning with 1972, As a final atep, a-#
reporting structure waes developed to
collect the prica data each quarter on 3n
ongoing basis® *

With the information from this | i
study, it was possible for the first time
to incorpornte into the NIPA's esti- 4
mates of constant-dollar nationa]l de-
fense purchases and of the associsted
price measuras. These series begin In
1972,

The stady also led to improvement o‘.E i
cuirent-dollar purchases, by type. Data. "}
eollected for the study showed that the- i
previously published distribution of
purchaszes among durables, nondumbles, A
and services was incorrect. (The revised”
distribution does not affect dolal cur--3
rent-doller purchases) Becanse dnbur:.
prior to 1972 were not aveilahle from
the siudy, the value of purchases by ‘!
type in a number of yegra from 1947 to
1971 was investipated using other
sources. Egtirnates for durabls and non-"
durables were revised; services were
unchanged.

8 Peflation of State end local gﬂ-ﬂ"
ernment prrehases—Tha 1972 input-
output table provided murh more deéail "
than previousiy was available on the
composition of goods and services pur- }
chased by State and local governments. ¥

-y

B. A detafled depedptlon of the sindy amd dnia
appeAre 10 Frige Geangs of Defernes Purchases of
the United Siater, Euraan of Heomomde Acaltald,
Muveh 1078
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This detsil permitted the e in defla.
“tion of mere appropriate and more
, specifie price indexes, and far more ac-

curate weighting of the indexes The
‘new deflation procedures were used be-
. ginning with the estimates for 1979

! National Income and Tes
. Components

* Many of the definitional, classifics-
_ tional, and methedological changes that
i affect national income or ita components
i already bhave been described.® The
yohanges that affect currant-dollar esti-
mates aye the addition of the net inflow
* of reinvested earnings of incorporated
i foreign afifiates, which affects undis-
tributed corporate profits, and the im-
" proved methodology for inventory esti-
pomation, whick affects the inventory
valoation adjustmpent. Al of the
thanges in deflation methodology that
f affect GNP in constant dollars also zf-
fect nrtional income in constant dollars.
"The revisions in national income are
» shown in table 5.

| Major date sonrcea

| Major benchmark sowrees include tha
s 4974 Statistics of Income report on tha
fareipn tax credit, for corporate prof-
i 1ts; # 1976 Department of Agriculturs
ssurvey of farmers’ cooperatives, for
i‘;mnfarm proprietors’ income; the 1977
; Census of Goveraments report on em-
jjz-luyea retirement systems, for em-

Plover contribntions for social insnr-
ignes;! information on health insurance
Fpremiums and benefits from the Health
. Care Financing Administration, for
other lahor income: a revised Faderal
Resorve Board series on mortgags debt
‘?ﬂutafa.nding, for rental income of per-
dsons and met interest; dats for the
ameunt of corporate profits discloged
by audits of corporation income taz re-
 turne, for corporste profits; and the

9. Charges ogetnak GNP ethar #hat oationat
Jocome wra omitesd from the Jiwcuetlon beckosr
7 937 chenges 10 defnitiow, lescifention, oF Deth-
Malawy affectbig them wee reported onder other
"Meadiags, Mofor cegular soncces for 1E7T-TA that
Wit explini coREAMODton Riowiness Epe ADDE
thowt reparted for toriomate profits and praprie-
tors' tmeomes. Those that affeot indirect bosinens
 taex, the cnrrant surpins of government smter
PElaee, ond gubstdies, are amomg thome Teported
for Zoveroment erprdityzas and recelpim
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Tahlwe S.—Reviginns in National Income,
Selested

Yeara
1067 | w92 | 1D
Bitllons of dolkers
Comant Jelimmet
- | e ———————aen I B B B B - Y]
By BraflniZions) Lieeeescmsrnmna s o f Ld ) 4B} IR
Equals: Statkil e o | B1| N.K] Z3t
Cwnatani (19723 dolarss
Tyisl 6| 1ILY ] B
Lax: Definhlonal Y, . .uceme - smnppeoooos LS| 40 I3
Equala: Biadkedeml b . oo ] 89] #r| &1
Feccenk
Camed ol
B bl el 2
Paquads: Btabetirat®.. o .} 4| 5| L&
Canplaat {77 dulira
T A L2 + 0
Lear; Y, e —r 20 4 L
Equal: Sttt *. - e T .5 FY
LI o garm| o unlneorge-
ribad. wifiteien pvd, I kb ComStan Hrmdes,
ﬁnm I el preosdprs am Ehe nak inflo
t. Lonsiai of evistine mmmnmurmurmma
rurha:ldmimbmﬂnﬂm nﬂmmr
770 and dide W AN CHATWGHS, S0P g (het woe

1977 economic cemsuses and 1977
County Business Fatterns, for the clas-
zification of natiomal income by legal
form.

The Taxpayer Compliance Measure-
ment Program (TCMFP) is an impor-
tant benchmark source for the income
egtimntes The program is condocted
by the Internal Revenne Service (XRS)
to obtaln dats on the natura and extent
of compliance with the Internal Reva-
nme Jaws, A stratified sample of indi-

vidual income tax retnyms is intengivaly -

andited. {The 1978 and 1976 samples
were ahout 50,000.) The sample results
are “blown up” to umiverse totals that
indicate the aggregate values that
would Le obtained if every retnrn conld
be audited a9 intensively as the sample
returns. Adjestments ars obinined for
avery item on the retnrns, including
the unineorporsted business schedule.
The TCMP resulis are important be-

sanse BEA ums date from individnsl

and partnership fax refnrns to sstimate
the met incoma and capital consump-
tion uliowaness of nonfarm proprietor-
shipg and paripnerships and interest
and rant patd and vecsived by these en-
texrprises. BEA adjusts IRE tsbula-
tions of unamdited returns, as peblizhed
in varions Steiiatics of Income raports.
by uge of the TCMP rstio of corrected

il

to reporied memme. The latest TCMP
data incorporsted into the previonsiy
published estimates wera for 1069,
Dats for 1973 and 1976 have now been
incorporated. The adjustment ratio for
nonfarm proprietors’ income increased
somewhat from 1978 to 19786,

M ajor reguiar sources for IFY-ID
inclhude IRS revised 1077 corporate in-
come tax retwra tabuiations and final
1977 and preliminary 1878 noncorporate
business tax return tabulations, for cor-
porate profits, nonfarm propristers’ in-
coma, interast, and the private pension
plan comnponent of other labor income:
final 1978 and praliminary 1579 Burean
of Labor Stutistics tabulations of wages
and selaries cavered by State unemploy-
ment insurance prograims, for wages
and salaries; final 1978 and preliminary
1979 Btate and local government pay-
toll data from the Census Burean Pub-
lis Emplovinent and Employee Retire-
ment System Surveys, for employes
compensation: revized 1977 and 1978
and prehminery 1979 hospital and
health insurance data from ths Health
Cuare Finnncing Administration, for
other labor income; the final 1977 and
1978 and preliminary 1979 Department
of Agricubture Survey of Farm Pro-
duction Expenses and annual surveys of
field crop prodoction and of meot ani-
mal sales and inventories, for farm pro-
prictors’ inbome; the final 1977 and
preliminary 1978 Censns Bureau An-
mual Heuwsing Survey, for rental Income
of persons: :nd revised 1979 BEA tab-
ulations of direst foreigm investment
income, for corporate profits and net
interest,

Changes in deofinition, clagsification, or
methodology

1. Farm propristors’ indome: capital
consumption formule.——Siraight-line
depreciation schedules now are used to
compute noncorporate capital consump-
tion allowances {with and without the
capital conmumption adjnstment} om
farm capital. This change malkes the
eatimates for noncorporate farms con-
gistent with those for other industries,
Previously, estimates prepared by the
Department of Agriculiure based on a
dechning balance type schedule wers
wsed, (Table 511 of the NIPA tshles
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ghows both seties nlong with other items
used to adjust the Depariment of A gri-
culture measure of farm incorue to the
BEA messure.) The changs raisss farm
proprietors’ insome and lowers capital
consumption allowances with and with-
out the capital comanmpéion adjnstroent.
It therefora raises total national in-
come snd NNF in both corrent and con-
ctant dollare.

2. Nonfarm propriglory’ indeme?
TOMP sdiustment—FProviously, tha
TCMF adjustment retios for praprie-
tors’ meome were held constant undil
data for a later year hecame svatlable,
Now, the tatios held constant are for
receipts snd expenses of proprietorships
and partnerships and the adjnstment to
nst income is obiained by subtraction.

8, Corporate profls and nonfarm
proprislors’ income: accidentel dam-
age—Freviously, in the derivation of
WIPA estimates of corporste profita
and nonfarm proprietors’ income, the
amounts of capital gaing and losses thal
were deducted from tebulations of busi-
nass net income was that reported on in-
coms tax reburns, The pmounts were in-
appropriste with regard to accidental
damage to fized business capital, and
two adjustments to business net inconwe
have been introduced, bepivming in
1068, (1) The historical cost of preperty
suffering accidental damege was de-
ducted from business net income. Previ-
ously thers had besn n statistical dis-
crepancy in the NIPA% becanse, al-
thongh the hiziorical cost valee of acei-
dental damage had correctly been added
to depreciztion in ths derivaiion of
capital consumption allowances, the off-
setéing Jdeduction had not been mede to
business et income. {2) Insurence pay-
ments resulting from accidental dam-
age were added to the income of the in-
sured firms. In the previowsly publishad
estimates, thay had been excluded from
business net income ns o capital main.
There hnd been a discrepancy bacanse
the paymenta by the insnrance carvier
rednced its net income but did not cox-
respondingly increase the net income of
the firm experiencing the damage.

The twro new adjustments togetler in-
crease WIEPA businese income except in
1872, whan uninsured hurricane lopses
resulted in s negative adjustment. In

SURVEY OF CURRENT BUSINESS

1977, the adjustmants raiced corporata
profite by $1.8 billien and nonfarm pro-
prietors’ incorne by $0.3 billion. Beeanss
information s limited, the adjustment
ig u rough approximation. Its introdue-
tion affects corporaie profits and non-
farm proprietors’ income with anid
without capital consnmption adjust-
ment, nations! insome, and chargss
ggainst (GNP, Estimates of capital con-
sumplion and tha capital consumption
adjustment zre not affected, nor are
GNP and NNP,

4. Covporate profits with capilal con-
sumption sdjusiment : eapital conyump-
tion of eleslris wiilities~—The proce-
dure used o estimate the capital con-
sumption allowances with the capital
consumption adjustment of -electric
utilities hns been refined so that the al-
lownnees are not charged until 4 con-
struction project is completed. For-
merly, the charges began as constrme-
tion was put in place. This change
taizes corporate profits with the capital
consumption adjustment, as well %2 na-
tiona! income and NNP in current and
conetant dollars, during the eonstruae-
tion period and lowers them, during the
period the fFacilifies ave uzed. The
change affests the sapital consumpiion
adjustment; eapite]l aonsmmption al-
lowanees and profits bafors thx withont
the adjustment wers and remain on n
“when completad™ basgis. The change
was made to the estimates beginning in
1963, and itz effect was =mall unizl the
1570'a; # waz 302 bhillion in 1072 and
g0.6 billisn in 1977,

Data needed to introduce a similar
refincment for indastries other than
elecirie wutilities are not, in general,
avoilabla but it is likely that the Impact
would be smmller

8. Covporats proflle: earnings from
Foreign sents, royallics, and servioes—
Tn the previcusly publiched estimates.
neither corporate profits originating in
the rest-of-the-world induwstry mor do-
mestic corporate profits included net
earnings of domestic corporaticns de-
rived from rents, ruyalties, or services
abroad. Such earnings srs not classified
ps direct investment incoma from
abroad. Neither wers they previously
connted s domestic earnings, hecanze
they are inclnded in the YRS measure
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of foreign income that is dedueted from
TES total corporate income us o step in
the derivation of NIPA domsstic cor-
perate profits. An petimate of these net
earnings has now bean sdded to domes-

tie corporate profits, based on data from

the BPA'% and IRS tabulations of eor-

porate income {ax returns. Only crade

egtimates can be made of expenses in-+
eurred to obtain such receipts. The ad-

dition to corporate profits is estimated

to be $1.6 hillion in 1972 and $3.2 billion

in 1977,

8. Dorporate profits and nef interess
inderepd rooripls of regulated investment®
companies—Frevionsly, oll incoma dis-
tributions of regulated investment com-
panies, regardless of source, were classi--
fied us dividend payments. Distributions
now are eplit into dividend and interest
payments based on the composition of”
their income receipte. Corporate profits,
and personal income dividends are de-
creaged and net interest and personal in-
come interest are increased, so that total..
national income and total personal in-
come are not affected. In 1972 ond 1T,
$0.4 billion and $1.5 billion, Tespectively,
were removed from dividends and
added to interest.

7. Corparaie profits and net interest
tax-gxempt interent reveived by fnancial
intermediaries, — Comparisons with
other sources indicate that TRS tabuls-5
tions of corporste income tox returns,
understate the amount of tax-axempt
interast on State and local governnrent -
secnrities thot commercinl hanks a:mihl-
nonlife insurance companpies receive. |
The Faderal Deposit Insurance Corpo~,
railon series for (ax-exempt Interest re- |
ceived by commercial banks has been
substituted for the corresponding IBEE
geries, and & series for nemlife inswranca |
carriers, derived moinly from Federsl ;
Reserve Board flow of fands data, hes
heenr substituted for the corresponding,
IRS series. The effect is to raise cor-
porate profits and lower nef interest by™
equal amounts; national income is not.;
aifected. In 1972 and 1977, $0.3 billion }
and $0.8 billion, respectively, were re”’
moved from net interest and added fo
corporate profits. |

8. Vet interest: receipts of credit :iﬂ-*i
stifudions.—A major revigien in net in-
terest cavne from a change in the series.
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-_ on intersst Tecsipts of corporate credit

agencies other than banke and saving

& and loan sssociations (SIC industries

£

.

} 811, 615-616). In hoth the previously
Y published and revised estimates, IRS

_ tabuletions of corporstion intome tax
returns ate the data sonrce, Previonsly,

1 BEA had determined that business re-

L ceipta reportad on tax returns by firms

4 in thege industries consisted largely of

interest, and congequently their business

v Taceipts were treated as interest reseipts,

A recent BEA sindy of reporting prac-
{ tices in this industry indicated that by

»19?2 mozt of the business receipts were

f

} not interest receipts, A ccordingly, inter-
est received by business is raduced and

B, Real nasionel income ! deflation of
disorapansy.—Notional incoms in con-

3 stant dollers is identienl in product cov-
¥ erage to NNF in constant dollars, but

‘i{'diifers from it beeanse preducts are val-
iueﬂ at factor eoat vather than at max-

Iret price. (Similarly, indazes of the two
series differ conceptuatly only a5 a zesult
of differencas in the distribution of base-
year weights among produets.) Becsuss
factor costs are not available for com-
ponents of business produet, in practice
rasl mational income is derived from

3 Teal nationn) product by deducting the
eonstant-dollay walne of the reconslia-

tion items. These inclode indirect bus-
| ness taxes, business transfer payments,
subsidies less enrrent surphus of govern-
ant enterprises, and the statisticnl dis-
£repaney.

- In the revised estimaies, the method

of defleting the discrepancy has been

| r:h‘anged. It is now deflated by the im-
-Plicit price deflator for gross domestic

§ business prodnct. This method is based

on the assumption that the current-dol-

t=-lat' statisticn] discrepancy can be af-

| ‘tribited to the components of gross

- domestio business product in proportion

to their oirrent-dollar values,
Previcusly, the discrepancy was not

fdeﬂated directly. Instead, n constant-

dallar diserepancy, or “residual” as it
Tt talled in the NIPA tables, was cal-
“eulated anmually as the amount by
*which resl GNP measured ns the sum
of final products differs from real GNP
Measured a3 the sum of gross product
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by industry. (Quarierly estimates of
the constent-dollar discrepancy were
previousiy obtrined by using the statis-
tical discrepancy deflaied by what is the
new method-—that iz, by the implicit
prica deflator for gross domestic husi-
ness product-—fo interpolate Detween,
and extrapolate beyond, the annual
estimates.)

The new method is more reliable be-
cguse the sum of industry products i=
not. constdered a satisfactory independ-
ent measure of real GNY, as the former
procednre implied. The new method
#lso improwes the implicit price deflator
for national income. This change in
method had a spbstantial impact on
real nafional ineome in zevarol yesrs,

The change in method has Jed to an
improvement. in the format of NIPA
teble 6.2, which shows GNP by industry
in constant dollars. The “residweal™ is
now divided into two parts: the newly
deftated statistical discrepancy and the
difference hetween the old residual and
the new discrepancy.

Other Changes in Definition, Clas-
sification, or Methodeology

1. Cinssifioation of dividends recetved
by governmenf—State and local gov-
srament employes retirement funds re-
caive dividends. The amount is esti-
mated to be $0.1 billion in 1965 and $L.8
billion in 1979. Previously, these divi-
dends were classified as intarest received
by government. As g corollary, personal
interest income was understated and
dividends in personal income were over-
stated. This miselassifieation has now
been aliminated. The dividend compo-
nent of personal incoma is reduced by
the amount of dividends received by
government, and relabeled “personal
dividend income.” Total personal in-
come 13 not affected beeatse “persomal
intersst income™ iz increassd by the
same smount that dividead income is
reduced. The sntry in government re-

I3

ceipts is now Jabaled “interest and divi-
dends received.” Net dividends and net
interest reperted as components of na-
tional income are not affected.

B, Awto output: crports of poris~—
Auto parts have bean eliminnted from
the exports component of anto oxtput
(tables 1.14 and 115 of the NIPA
tables) hecansa auto outpui refers to
sukos, ex¢lusive of paris mot sold as
origingl equipiment. The change reduces
auto ootput in corrent prices by $1.7
bitlien in 1972 and £3.4 billior in 1977.

8. Iaduetrial clasgificmtion.—Begin-
ning with the year 148, industry data
for privaie sstablishments have now
heen clessified in accordance with the
1972 edition of the Standard Industrial
Musgifivation Mansal except that
government activities continte to he
presented by BEA in a geparate
category. In the preceding benchmark
revigion, a1l industry data had been
clastified in necordsnee with the 1987
edition. Subsequently, the 1572 classifi-
cation was adopted for years beginning
with 1973: estimates based on that
classification for years boelk to 1047
ware nol published but were available
on request,

Estimates for 192047 continue to be
bhased on the 1042 classification. For
sajected tables, estimates bumd on that
clazsification have been extended to
1948 in order to provide an overlap.

Becanse indusiry estimntes ere of
limited valze unless they are compa-
rable over time, BEA adjusts past data,
to render thare comparable. However,
thess adjustments are approxima-
tions—ngencies compiling source date
usually retabatlate their back data only
for a single year, or not at ail, cacoh time
the elussifiention changes. Aceordingly,
seceesgive chanpes made in the Stand-
ard Industrial Classification inevitably
reduce the somparabjlity of the time
series, even when thay improve the
quality of industry definitions.

Part TIL NIPA Tables

A subsiantial amount of infermation
has beeni addad to the NIPA"™. Thiz in-
formation i in new tables and new
items in tablag that hed been presented
previously, There are 82 new tables,
which ore listed and described in tabla

6. Tight tables have been delsted. Most

of the information in them is in other
NIF'A tables; almost all of the re-
mainder is availahle on request. The
major new items are also listed and
deseribed in table 6.
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Table 6=New NIPA Information
* Hew Tables |
— __ __|
I
Table Beginming af - |
ournhbar Talalw Periodialty time poriod Commenta 11
civerarl :
Trowk culput: Apnuel and 1967 — e ——— -———— = —— e m————
1.1 Current. dollers yrerterhy .
1.17 Congtant dollave
7.8 Implicis pries deflators "
2.7 BDisposition of personal insoma Monthly 1059 Frevioualy avallable only aspualy and querterly. Intro- .
duced in Novepmber 1979 SorvET.
Persomel consumpiion expendituras  Monthiy 1959 Previowgly available only eonuslly aod  quertarse. “
by mejor type of product: Tablea 2.8 3.9, and 7.13 intreduasd in Hovember 1070
2.8 Current dollars Sorvoy.
24 Constant dollsrs '
7.18 Implinlt price dedlntors
3.4 Pargaosl tar and nontaX veealpts  Annval 1520 Deatail pn sonsumptlon of Fadarsl end of State and Jocal
receipia.
3.5 Indireet busmacs and nontar cecroals  Annual 1029 Datail on composition of Federal and of Stete sod loml
acerurle.
" Mationel defenze purchesea: Armnuel 1872 Detailad breakdewns. Described in Prica Chanpss !I'.f\'
as Cuarrent dollars Daferse Purthans of the Uniled States (BEA, Maroh .
.10 Copstant dollars 1978},
7.15 Tmplicit price defators .
al4 Btats apd lacal socinl jnraranos funds  Quarteedly 1059 Pravisusly availahle enly annuelly.
receipts and axpenditures
Governtnent expenditures by type Anhnual 1962 Baparats detafl for Yederal and for state sod local
and funetion: EovarmImanis, "
1.13 Total
4.1% Faderal
a.1% State and local -
Exporie and imperta of goods spd  Anroed and  Awnual 1929 Breakdowns of merchendise {durabls goods and nondur-
aervices querterly auartedy, abla poods) mnd aervicss (factor Income and other).
4,2 Conesant dollars 1844 "
7.6 Tiplicht price deflatomns )
Marahapdise axports by type of prad-  Annual and 1967 Breakdowns by typs (duesble goods and rondurable
uet and snd-me eatepnry fuartarly goods) and end-use optegory (indusrisl supplies and’
+£3 Current doliers materials; sapital goods, cxeept sutos; Autos; consumer .
F X Conpstant dollarn goode; othar goods; and fonds, feeds, and beverages).
7.17 Trplielt prise deflators Exports of agrievitursl products and nonsgrievitural
preducts, end imports of petroloum products and oen-
petroleum produests ers shown eeparntely.
Change in businese lnventories by Anwvuel and  Annual, Nonferm component showrn for meaufacturing, whole-+
Industry quarkely 1020:; gala trads (marchsnt snd nonmerchant, separately),
5.8 Cuprant dollsrs quarterly, retail trade, and ofher, cruds-classifiad by durable apd '’
5.0 Congtant dallars 1948 nondureble goods.
8.10 Salf-amplared peraony by ndustry Ann¥al 1pzo Reinataied.
8.11 Persons engagad in produstlen by  Anmual 1929 Reinstated. .
industxy
T Yrophieit prics dafiakors for inven- Quarterly 1047 Correzpondy to currant- and oannmt-dﬂlar estimates
toriss and fnsl sales of husineza in tablea 5.10 and 5.11. .
8.3 Capital conspmptlon adjustment by Annual 1920 Separaten adiustments for consistent apcounting (depre-

logal form of orgetization and type
of adjustment

dation formula and egervies life of asset) at historicel
ot ancl for colyversion to raplasement cost.
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Tallo G NIPA Tuf ormation—=Contineed
New Tabies—Continusd
Begianing of
Tkl . Ki
Tabla Peripdicity time d Compents
pumber eavered
84 Hupplements to wages aod selaries by * Annual 1045 Ersakdown of employer contrilvations to private patsion

a.5

k.8

51

&.13

g

Fentel income of persons by type Annual

Dividends paid and received Apgpual

Balation of net farm Income to Appual

ferm opeeatony’ ineome

Comparison of personel income
with ndjusted groms incoma

Annual

1046

19446

1957

1947

and walfare fmdys snd $o social byerance, by type of
Prograt.

Breakdown by type of property from which jncoma is
darivad.

Groes flows, inciuding dividends reeslved by govern-
mert, and derivintfon of the dividend componsots of
natinnal naome and perasnal inenme,

Eeeondliatlon of NIPA pet farm foeoine and TNE.
LDepartment of Agriculture farm operatom’ insoms,

Compardson of NIPA pemonal income with sdjasted
groas fncome from vosudited individunal ingeme tax
retnrns published by Intsrnal Revanua Service.

Major New Ttems

12, 7.1, 7.2,
3.7B, 8.8B,
7.14B

1.3, 14, 12,
T8

1.9, 1,10, 7.8
2.4, 2.5, 7.12

£1

414, 511

7.2

Annual and
querterly

Datangs and sopdefmnss purchames

Annual and
ouariariy

Groan domestic purchosss, and finn)
salay to domesflc purchasers

Matlonal incomn and NNP originat- Annual

Ing in nonresidential business

Porzonal copsnmpten expasditurs Annusl

dekall

Anvual axd
qusrtarly

Export and fmport detail

Inmventerias and final sales desil Quarterly

Fixed-weightsd price index deizll Annual and

quarterly

1972

Anmual, 1929;
Q.“mﬂ!ﬁ
17

13928

1929

Annpal, 1920;
Lhaarterly,
1946

1948

1080

Constant-dedlar Fadaral GCovarnment porchages are
meparated Into national defense and nondefansa pur-

. thazen In tahle 1.2, Commesponding implicit price defa-

tore and fixad-welghted prica indexar 2y in tabla 7.1 and
7.2, Defonss and nondefense purchases are sepatately
broken down by type—ie., durable goods, pendgrabls
pooda, smploves companartion, othey seticas, wnd
riructurar—in tables 3.7 and 3,88, which are published
¢n & current basis,

Groa domewdic purchasse wgual GNP legs ezports plus
Irnporis Final sales to domestic purchasers equal flnal
#ales leas eaports plua Imports. The new aggrogston In
currant dollars ars In fable 1.3, ln eonstant dollars im
table 1.4, and cormesponding fixed-weightzd price indexes
and price deflngora are in tablea 7.2 and 7.3.

Natjonal locotme and NNP originating In nonrssidential
uginess equals domestie business inoome and oet dones-
tis praduct, respectivaly, less honsing. In ourrent dollats
they are in table 1.9 and o congtent dollars in table 110
corresponding implidt prive deftators are in table 7.6.

Additional eonstant-dollar detail is shown in teble 2.5,
Aleoholic beverages purchased for off-pramise consyrmp-
tion and other purshanss ara shewa ssperately in ourrenk
and constant dollers in tables 2.4 and 2.5; cormesponding
implleit prics defdators are in table 7,13,

Dursble and nondurable merchandise, and fackor insoome
snd other sarviess sra shown separataly. '

" Imventories are abomrs siparately for merchanb whele-

salers and sther wholesalers in curvent and comiznt
dellars. Business final sales of geoda and structures and
the ratic of oonfarm busines: inventsries to buszines
fival sales af goode and stroctures have been added.
Flonl sales ars shown a3 quarterly totels at monthly
raber; inventory-seles ratica are calevledad uging thosa
vates, and eceordingly show the npmber of monthy of
inventories avadlable s ¢eorent sales rates. Estlmates
tor 81} guartars for 194658 have been ndded.

Perzonal consum phion expenditures for food, epergy, and
other, and Federal Qovernment purchases for natlonsl
defenge and nondafenta ars addad. For al] ivdexes, mome
detel] I3 used in their caleulation than pravicwsly.
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NIPA tables are grouped into nine
categories, which are reflected in the
numbers assigned to each table. The
same groupings and table numbers will
be used in future publications of the
eztimates: the “National Income and
Product Aceount Tables” shown in
each isgue of the Sunver, the iwo statis-
iical publications showing, respectively,
estimates for 1H76-TH and 1929-76, and
the regular annual revizions wsuslly in
July issues of the Suvrver. The groups
are:

1. Nationa) product and ineome

2, Personal income and outlay

3. Government veceipts and expendi-
tires ’

4. Foreign trensactions

5. Saving and investment

6. Product, income, and employment
by industry

7. Tmplicit price deflatore and price
indexes :

SURVEY OF CURRENT BUSINESS

3. Supplementary tebles
9. Seasonaily unadjusted estimates

The tables in group & have been sub-
stantially resrranged. The first two
tables, 8.1 and 8.2, are general-interest
tables: percent changes i major ag-
gregates and prices, and selected per
capits measures. Thereafter, the supple-
mentary tables follow spprozimately in
the order of the tables in groups 1
through T to which they are related.
Group 9 assembles tahlea containing the
seasonebly unadjnsted estimates, which
previously had been shown in other
groups along with the correspending
seasonally adjusted estimates,

Information about elassifications—by
industry, by company or establishmendt,
by legal form of crganization, snd by
durabiliiv—will be in, or referenced to,
introductory material in publications
that present the estimates

Part IV, The Size and Signilicance of the Revisions

THIS part considers tha size and sig-
nificance of the Tevisions of previously
published estimates. The first two sae-
tions discuss the annual estimates from
1929 to 1979, ineluding changes in the
distributions of income by type and
iegal form, and of investment and sav-
ing. The quarterly estimates from 1946
to 1979 are examined in the third
s2ctlon.

Net factor income from abroad was
revised substantially as a result of the
sddition of the net inflow of reinvested

earninge of incorporated foraign affili-

ates and the new way of deflating the
series. In order to sek seide the affacts

of these changes of n definitional charae--

tor, grosa domastic product and domestic
ineome, which differ from their »pa-
tional counteyparta i that they exclude
net factor income from shroad, are
usually discussed ficst. Frequent refer-
ence will be made to reinvested earnings
of incorporated foreigm afliates of T0.5.
direct investors. The phrase wil) vsnally
be contracted to “reinvested earnings,”
a5 will the eorresponding carnings of
foreigm direct investors in the United
States

The leve! and the movemsnt of the
ravised estimates for 1978-T8, and to
a lesser degres for 1977, Teflect not only
the benchmark sonrees and the dafini-
tional and methodological changes that
nderlie the revisions in the earlier
yearg, but alzo data that would have
been incorporated Jast July if the neual
schedule of annual revisions had been
followed. In particular, the previously
published 197¢ estimates with which
the revised estitnates ara compared are
thoze prepared by the more summary
quarterly procedures. It is not sme-
prising, therafore, that revizions are
larger for 197% than for earlier years.

Revised Levels and Trende of
Product and Income

Table T presents revized estimates
for sight product nnd income ssries for
192070, and the perceatage by which
each year’s revised estimale differs
from the previously published estimate
for that year, The eight series are the
¢rrrent-dollar and constant-dollag val-
ues of GNP and national income and
of their domestic counterparis, GDP
and domestic income. These percent-

Devember 1950

ages not only show the effect of revi-
gions upon levels but slso permit an
approximation of their effest apon
changes in growth rates between any
2 yorts. For example, if & series is
ruigsed 0.4 percent in T year and 0.7 per-
cent in the next, the percentage change
is raised by about the difference of 0.8
percentage puinis. If the 2 jyears are
not adjaceni, the change in the growth
rite is approximately the difference
between the two perceniage revisions
divided by the nomber of years be
tween the two dafea. If the £ years In
the example wate o decade apart, the
growth rate bhetween them would be
taised onedenth of 0.3 percentage
points, or sbowt 0,03 points, {Theso re- -
sults ere spproximmations becawse of
rounding and compommnding.

Revidons in current-dollor reries

GDP in current dollars is unchanged
uptil 1959 and raised by sn average of
.1 percent in 1968-67 (table T, column
2}, The size of the revision ircreases
gradualiy from 0.2 percent in 1967t a
peak of 1.1 percent in 1971, drops
slightly to 0.9-1.0. percent in 1972-75,
drops further ta 0.6-0.9 parcent in 1576
78, and in 1979 reaches the previcos
high of 1.1 percent. Thus, tha series in-
creasss more than before from 1967 to
1571 and frormn 1578 to 1570, nbownt as
much ag before drom 1571 to 1975 and
from 1978 fo 1978, and lex than before
from 1975 to 1976,

GNF i3 raised mors than GDF be-
canse of the definitiona! change that
adds reinvested earnings. The effect of
thia change can ba judped by the differ-
shea between columne 2 and 6 in the
tahle or the difference between the bars
in chart 2, The difference is particularly -
large in 197374 and 1978 snd largestin
1970, when it reaches 0.8 pevcentage
pointa.’® GNP is unchanged until 1937,
raised up to 0.3 pereent in 1937-84, 0.4
0.6 peresnt in 1065-88, 0.9-1.0 percant
in 1969-70, 1.3-1.5 percent in 187275,
0.9-1.3 percent In 1976-T8, and 1.0 pap .
cent in 1979,

1# 4 direct calcoletlon sbows thet addltien of .

rhinvestad cartings would Bava ralaed the prevl-
dusly poblished GNP wimetes for 1978 by Q84
mireant Net fuefol incomm from abroed wal 2130
roiged by araticH onl revigdona
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larger percentage than GNP, partly be-
cause domestic income is revised wp

SURVEY (OF CUERENT BUSINESS

- The top panel of table 8 shows the larmer revision in 1979 than in 1978

Dieoamber 1980

Na-
m
and

rein-

be judged by the

earmings
g

d 1.0-1.2 percent

ia raisp

in 198168, 1.5-1.6 percent in 1969-T1,
1.2 pereent in 1973, 240-2.8 percent

it by a larger percendage. The ef-
earpings can

tional inecome iz smaller than GNP so

that addition of reinvestad

rrises

foct on national income of addin

vesled

197375, 1.2-1.4 percent in 1976-78,

difference between eolumna £ and 3
£.0 percent in 1975,

tional ineooae

reaches 0.2

d mwore than
to 0.5-0.6 per-

+

3 Series
lz0 revised up by a

is raize

, LNCI2ASes

cent in most years from 1950 through

1963, then fluctwates around 0.9 percent

in the components of current-
sumption expenditures in 1972, The lat- for several years. In 1888-79 the revi-

1848

1InGomea 15 8

+

t
flucinates ahout 1.0 percent except

1978-75, when it is 1.4-1.6 percent,

isiona

the next seotion,
Domestic income

Blon

in
and in 1978, when it ia only 0.7 percent.

The revision of
in

Ravr
in
in percen

4

increzse in

GNP that was contributed by sach of its  doflar GNP are examined more closely more than GDP, and partly becanse na-

estmment and
the additien of reinvested earnings to GDP in most years (table 7, column 4).
The change

1687278, Siaiis-
tories contributed appre-

vested earnings, accounted for the Natiopal
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Differences betiveen eurrent-dollar and
constant-dellor revisions

SURVEY OF CURRENT BUSINESS

TI.BIe fo=Contributions to Percentape Reridons in Cavicbdt- and Copstant-Dollar Gﬂtﬂ
Nativoal Froduet by Major Compoaent, 19TE-T9

Decewner 1080

[Farcent]
Percentage tevigiony would be the S =

same in the congtant-dollar estimates &s L R N B Mol Mkl il Bl
in the Gurrm:';-dnllar cstimates if prices  guppcomectdotes..... . | 13| 1m| tm| 1o} em| ew| Lu| Le!
wera not revised. TUp to 1973, current- Per 1 consmmption m",{ S ‘ﬁ . _ﬁ —11 __%?3 _1:% -1'}.; . ﬂ'- i

and constant-dollar percentage revi- me&m e e hvesment. . —.——| - o :.ﬁ :ﬂ :% : il -8 u'“ ~d
sions actually were very similar for St prhe s &P | ] K| 8| #| R =R =D
GDP and GNP, ‘é}ﬁ“ 1973, downw?rd GNP (0 conmtars (079 dolbm_ .. ... ] L | Le| sde| nar( Li6| za| ree| wei
revisions in the prices used for dedintion B —— !l wl ml el ml owl wl ui
contributed importantly to upward re-  Ghumbin badesleniovan + o[ (07| w| #| B| @] ~@| @ 8T
vigions in all four real product and in-  Yovedment curmsof goos ik s | 60 | (M| x| om) Al B| B "8
come saries. From 0.1 percentoga polbk  pifsrcces | ravia'onse, consmst dellahr :
in 1978, the diff o6 betwesn ‘. Soert courwnt deTmEs. i [ o) | @ rzm| rm) L8] LG
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centage point in 2974 and 1.3 percentage J:
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painta im 1975, held at obout thst
amount through 1978, and then in-
oreaged again to 1.7 points in 1979, From
1476 on, the upward revisions in all of
the constant-deliar series were more
than twice a3 large 28 the revisions in
their current-dollor counterparts.

The major components of GNP re-
sponsible for this spread are identified
in the lower pansl of table 8, which is
computed by deducting the contribution
of each component to the percentage re-
vigion in current delara from its com-
tribytion to the percentape revision in
constant dollars, Net exports made an
imporisnt contribulion, primarily a
consequence of changing the deffation
of the international flows of factor in-
come snd of fees and royabties; theee
changaz 2facted the mevemant of real
GNF, particalarly from 1973 to 1874
and from 1975 to 1979 Parsonal con-
sumpiion expenditores aleo contributed
importantly ; the revisions in PCE price

Table 1h—A nnual Hrowth Bates of Real Prodoet aud [bcorne for Selacted Pariods

Dacades Other purtoals |

Ock- 9 |19 | 106040 [L500-49 | 100870 | Lo0t-23 | 758 | 00610

Greas Qomesble produst: Revioet. ..o N 8] 4el el a8y 3G 3y 20 %Q-;!

BawIgn o T o | ~i2| w| Tw| Tw] e ¥

Dpmeabicineonn: Reviesd ... . .. _.. 0A [ £76 ] 488 415 95| la]| zu T
Previouay fubigued. ... - 1. 2| ¢8| As| w18 Tsx| tés| zas| Za

REVIBW.. oo vioiromrivee] 06| GOA| O CF =0G| 11| 3| 8| .
et S| | 4] 18] 48} gm] sw 2| 1

Reviion..... T ¢7) o | Sa| Tep Tml T TEH| Te'

Natianel INeme: B ...ersineccermrrememmrsansd 2| 478 | Gof| wis| zm| zm| zo| s
Frevigusiy pobbdhed, ... ..o coveeea] =1 4.88 38 411 258 8] 2B m
BOPLERL s onomem e ensre o] 08 | 07| E1| —o0a] 3| L) u| Lm

wl

1. Eates ndjusted to slninads £0eat of ndding Adekn and Havtal jn 1950

movements gecnrred mainly in 197375,
and woera concentrated in the food,
heslth insuranece, and privately con-
trolled hospitals expenditure groups.
Fram 1974 on, the prices nsed to deflate
government purchases alsa contributed
to tha npward reviston of venl GNP.
The change in theas prices way somcen-
trated in State and local government

purchaszes of sarvices—initially in par- ¢
chases from basiness, bet lzter in pur-
chases of labor as well.

Constant-dollar revieions differ more-
from current-dollar revisions in domes- '
tie income and national income than in
GIP and GNT. This difevenee resulis.
from the improved procedure uzed to .
deflate the statistical discrepanay.
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The price revisions deseribed under-
lie downward revisions of the increases
since 1872 in the price indexes for GDP
snd GNP, as shown in isbie 8. The
fixed-weighted price index for GDT in
1979 iz vevised down 1.0 percent and
that of GNP 1.4 percent. The implicit
price deftators also are reduced.

Revisions in consfani-doliar series

Revisions in congtant-dollar series
will now be examined directly. Up to

1968, GDP is revised more than 0.2 per-
cent in only one year, 1941, The upward
revision inecreases Irregularly from 0.2
percent in 1987 to L0 percent in 1973
It then climbd to L) porcent in 1875,
falls back to 1.5-1.8 percent in 1¥7¢-78,
and increases again to 2.3 pervent in
1979.

Real GNP is raised more than real
GDT because of the addition of rein-
vegted earnings and, in mecant years,
the new procedure for deflation of tha

19

international facior income flows ol-
ready included. The upward revision in
the level of real GNP averzges 2.5 per-
cent in 1974-75.and reaches 3.6 percant

. in 1979, BEevizsions in earlier years are

smeller,

The middle panel of tahle 8 shows
the amount that each GNF component
contributes to the percentage revision
of real GNF. The 1972 figures ara nec-
essarily the same ag in current dollars:
Of the 1.3 percent upward revision, 0.9
percentage points are in fized invest-
ment «nd over 0.3 percentage points
each in net exports and persopal eon-
sumption expenditures. In 1879, when
the revision is largest at 2.6 percentage
points, fixed investment contributes 1.2
points, net exporis 1.4 points, personal
consumption expenditores 0.4 points,
and government porchases 0.5 points.

Tabla 10 compares growih rates based
on the previously published and revised
series for fonr meagures of real producet
and incoms, None of the rates are
c¢hanged awich o the first 4 decades
shown, covering the 1929-8% period. In
1968-T9, annusl growth rates for the
two domestic series are raised by about
(.15 percentapge points, and rates for
GNT and national income are raised
about .3 percentape points.

Revizions in GDP end domestic in-
come are too smedl t¢ change the pic-
ture of sharp retardation in the rete of
productivity increase afrer 1073 that
the previously published astimates
showed, The higher estimale of the 1979
increase in domestic income in the re-
vised estintaies does not indicate a com-
mensurate reduction in the size of the
praviously veportad 1979 productiviky
denline, becaise the 1979 data that indi-
cated the need for upward revision of
wages snd salaries, and henee domestic
income——data collected under the un-
employment insurance programe-—also
indicated the need for a similer upward
revision of employment estimates osed
in proadectivity measurement,

Revisions in Components

This section first reviews current-dol-
lar revizions in major components of
product and income. The discussion
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dends received by govermnent, Thess |
series arve shown in table 12. Thereafter,

reinvested earninge, the

cation of hotel and mofel con-
struction, and the separation of divi-
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the addition of
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linten. des takle 13,
I.E elurdes changes

come Ly tvpe and legal form and in the
companents of invesdment and seving
are discussed.

Revisions in yeur-toryear changes

Almost all revisions im year-to-year
changes before 1979 are mederate. The
1978 incresse in GNP is raised $10.0
hillion. The larpest revistons before
then in measures of nationsl produc-
tion—GN P, . NNP, and nationsl in-
come—are in changes fram 1472 o 1873,
the revision in GNP is $5.0 billion, of

Irom addition of et recolpts of refovested sarndoga of in-
B

from -%dlﬂm ur jroas recelpts of ralmwastad sarniogs of

retyliting from l.diﬂ.tlnnnlgmu payments of relovasted sarnings of

4
nonreddeiiing

Hen tabla L3, lhoe §-

which $3.2 billion ie due to the addition
of reinvested earnings In no other year
before 1979 sre changes in any of the
measures of nationnl production revised
as much as 350 billion, Chenges in pez-
sonal income are never revised as much
as #6.0 billion up to 1979,

A few revisions before 1979 are as
large as $5.0 billion for components.
The 1977 change In producers’ durable
equipment, (nonresidential) is raised
364 billion and thet in total fixed in-
vestment, which includes it, $6.9 billion.

L], Bore gyt it lates, Bee takie 12, Hoe 3,
udes mﬁsmluw recl-uﬂlﬂurl-im o botels and Toobels froms residentksl to
slinctpra. Bre

&Mﬂucmmmmmﬂm uiﬂivid-mdsl\cudﬂd LY movernmemt-

TYear-to-year changes in personal con-
samption  expenditures, govermment
purchases, change in business inven-
tories, and net exports are never revized
as much as $5.0 billion although the
19758 chenge in exports is Taised $5.2
billion, nearly all due to the addition of
reinvested sarnings,

The only revistons of $5.0 billion or
more in changes on the income side of
the national income and product ac-
count are I corporate profits in 1873
and 1877. The revision in the 1873

Tabls 12 ~=Printpal Delinitional and Classlfeations] Revisions: Lavels and Changes in Seleoted Years
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ﬂhamgﬂ. is ma,in]}r due to the addition of Tablc 14~—Grosa Investment 2s o Porceotage of Gress National Preduct, Selected Perfods

reinvested emrnings; the 1977 revision
is mainly in domestic profits and stems
from the wse of revisad tabuiations from
corporntion income tax returns,

The 137% increass in GNP i3 raised
from $241 hillion to $258 billion. To the
$16 hillion revision, reinvested earnings
contribute %€ billion. The statisticnl
revisions of %10 billion are ssaitered
amony components of personal con-
sumption expenditnres, fixed invest-
ment, and net axports. The 1979 in-
crease in nationnl income 32 raizad from
$201 biliion ta $216 billion. Of this $15
billion revigion, the $9 billion of statis-
tier! rarision iz from a $7 billion revi-
sion aof the changa in net interest and a
$6 billion revision in the change in pri-
vata woares and sxlaries, partly offset
by 2 downward revision in the chanpe
in domestic corporate profits. The 1979
increase in personal income was raised
by $14 hillion; private wages and sale-
ries and the interest component were
reapongible,

Distribution of national income

Nztzonsl incorns measures
from current production in the forms
in which they accrue to suppliers of the
factors of production. Thesa forms,
which are influenced by changes in legal
form of organizetion, fnancing &r-

P
Potd | Sanianed
Exchoding meinrestod In.:lud.lrtxrﬂn'ﬂtﬂmrﬂngﬂl‘
incorporatod Sorelgn il Encior paratad foreln Alitatsy
8- ______ 157 1R 8§ 1.0
|1 HM_A 184 144
WM. e e 118, 18 1.4

Hor.—Data sce avacages of antas] peremnbagee.

rangements, &nd other siructural
changes in the seonomy, are shown in
tahle 13 as percentages of the tofs] on
the previpusly puoblished and revieed
bases.

In 187279, when rovisions in the
chaves tended to be lavger than in
sarlier pericds, the revisions increased
the shara of emrporate profits; their
aversge share wus raised 0.8 percentage
points. This incrense was mainly in
vest-of-the-world  profits, reflacting
addition of reinvested carnings: the
sliare of domestic profits was vaised by
an average 0.2 percentage peints. The
inorease in the share of demestic profits
wns slmast all in 1975-78, when the re-
visions averaged {.4 percentage points
Although domestic profits wers affected
{usually raised) in all postwar years by
meveral echanges in  methodology,
changes in their shave were miner be-
fore 1975. The share of net interest was
raised by an average of 0.4 percentage

points in 1972-79, the resulé of method-
ological changes and incorporstion of
new and revised sounres data. The offzel
to upward revieione in interest and
profits—ineluding the portion dne to
adding  reinvested  enrmings—was -
mainly in the Iargest share, compensa-
tion of emplovees, which wos reduced
by an average of 1.2 pereentnge points. -
The ehares of both wages and salaries
and supplements were reduced. In
dellars, eompenantion of employess was -
little changed except in 1977 and 1978;
it was revised down by nearly 25 billion
in each of those years. :
AN the trends shown by the pre-
vicusly published estimates “remain in
the revised ones. The share of proprie- ~
tors® income fell by more than one-half |
from 1M8 to 1972 and continued to
decline, nlthough more slowly, theve- -+
aftsr. The early pestwar decline was .
chiefly offset in employee compensation.
Hince 1972, the share of compensation
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v was essentially flut; an increase in the
{  ghore of supplements offset a decline in
" the share of wages and salaries, Reatal
 <income of persons was a declining
i ghars. Over the whole period the share
“af net interest ineremsed sharply, al-
¢ though it was level from 1875 to 1978.
¢ wAlthough thera were cyclical fluctua-
tions, the shars of corporate profits fe1l
“from 1948 to 1978 and was the same in
.. 1979 as in 1973. Corporate profitz and
net interest combined are a highar share
= of national ineome in 97778 than in
»eny of the parlier years shown in table
{ 18.
The distribution of national income
by lepral form of organization is revised
! moderately. The corpornte share of na-
'I' tional income is raised from 585 per-
woent to 56.9 percent in 1972 and from
F €2.2 percent to 63.3 percent in 1970, The
! * ravision stems lurgely from the aFloea-
~tHon of employee compensation. The
_ corporats share of compensation iz 0.4
'* percentage points higher than in the
Ay previously published estimates in 1%72,
_and 1 percentage point higher in 1979,

bl

o -

-

e e

oA

¥
Investment and saving

. The revised estimates portray invest-
ment and saving m recent Years as
~-gtronger than did the previously pub-
Aished estimates. The revisions in gross
jj investment and gress saving will be
igxamined in terms of thair percentagms
,.of GNP. Time periods were sclected to
show the pattern of revisions
b Btotistical ravisions raised gross pri-
. Fibe investment as 4 percentage of GNP
by & maximum of 0.7 percentage poinis
"in the years through 1072; until the end
,.of the pericd the revision waz much

[
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amaller. The revision was 1.0-1.2 peints
in 1973-77, and 1.4-1.T points in 1978~
TD. Postwar averages for these three pe.
riods are shown in table 14. According
ta the previously published estimates,
gross investment aversged 15.7 percent
of GNP in 134872 and about as much
in 1978-T9. In the intervening pericd it
had dipped to 14.8 pereent. According
to definitionally comparable revised as-
timates, ie., Tevized estimates that ex-
clude the.additions to investment anid
GNP due to reinvested ezrmings, most
of the dip in the intervening period is
eliminated and the 1973-79 percentage
is {L.T percentage points above the 1948-
72 average. The revision iz mainly in
producars’ durnble equipment. Accord-
ing to the fully revised series, invest-
ment aversges 16.0 percent of GNP in
both 1948-72 nnd 1973-77. At 17.0 per-
cent in 1978-79, it was o foll percentage
point higher than in the exrlier periods.
Inclugion of reinvested earnings thus
accentuntas the recent rise in the invest-
nent ratio.

Revisions in fixed investment raise the
recant levels and prowth rates of BEA’s
eapital stoel: series. The annual growth
rete of the gross stock of private non-
regidemtial stroctures and equipment,
meaturad in constant dollars, from the
end of 1068 to the end of 1979 is raised
from 3.5 percent to 8.9 pereant, snd that
of the net stock from 3.2 percent to 3.6
Trercent.

Tabls 16 shows saving as a
percendage of GNI?, snd similar per-
contages for its two components that
were revised most: personal saving and
undistributed corporate profita. The re-
muining componsnts of gross saving—

23

enpite) consumption allowances (which
ig the largest compomnent}, government
surplug ot deficit on income and prod-
nct account, wage acerusls less disburse-
ments, and capital grante received by
the United States {net}—were revised
much less, To bring out the pattern of
revisions in saving, more periods are
used thon for investment,

Conceptnally, gross saving equels
gross private investment. Statistically,
the sum of components of soving differs
from the sum of components of invest-
ment by an amount equal to the atatisti-
cal discrepancy int he NTPA's, Statisti-
cal rerisions in groes saving approxi-
mytely matehed those in rross invest-
ment, ahd the addition of reinvested
earnings affects the two series equally.
Accordingly, the general picture for
£ross saving hns been changed like that
for progs investment. Aceording to the
previously published estimates, tha gross
saving ratio wes stable throughout the
postwar period, but according to the re-
vised estimates is higher in 1878 and
1979 than in earlier years. The statisti-
eal rovisions are moderate in 196872
and somewhat larger in 1878, In thesa
years they are mainly in personal sev-
ing. Personn) saving continues to ba re-
vised up in 1974-T7, when statistical
revisions raise the totnl gross saving
ratio by an average of 1.0 percentape
point, and in 1978-T9. In these years the
revigion in undistributed ecorporate
prafits is also substantisl.

The inclusion in corporate saving of
reinvested earnings, which further
raiges the pross saving ratio and accen-
tustes the increase in reecent years, not
only improves the portrayel of the

Table 15.—Gross Saving and Selected Componenty ay 8 Popcentage of GGross Natiooa! Frodust, Sclected Periods
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American economy that the NIPA's
provide, but also furnishes data that are
needed for improved international com-
parizons of snving. Reinvested earnings
are larger, relative toe GNP, in the
TUnited States than in most other indus-
trial countries; in some of thess coun-
tries they are negative. When they are
omitied, the relative propensity of TLS.
residents Lo save is understated,
Personal saving az & perceniage of
disposable personsl income hes been
raigad in all years back to 1967 but the
pattern of anmual changa is not alterad
much (table 16). The average 1967-T9
pereentage. previonsly 6.5, is now T.1.
The percentage in individual years was
riised by aboni the average amount ex-
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cept in 1971, 1872, and 1978, when the
revigions were smaller, and 19%74-T6,
when they wera larger,

December 1988

Business Fluctuations

Revisionz in gquarterly changes during
19753-T4 and 197980, when world prices
of petroleum wers changing rapidly, re-
flect the addition of reinvested earnings .
and, in the case of constant-dellar GNP
and prices, the change in the way factor
mncome from abrosd is deflated. The
quarterly series are alse affected by re-
vigions in the annpal saries. Revisicns
in quarterly movements for other rea-
sons are not large. Chart 1 (on p. 2)
shows the quarterly mevements, )

Changes in real GNP during postwar
periods of contraction and expesnsion -
can be examined wich the aid of table,
17. The revizsions do not alter the pealk

Table 17.—Fostwar Cyelical Fluetuations ln Constant=Dollar GNP
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or trongh quarters for any business ey-
ale—with the poseible exception of the
1970 trough, which is ambigucus—and
" the duration of all contractions and ex-
- pangions is therefors unchanged.”* Some
.} decrense in the saverity of reseni com-
“tractions and‘or inerease in the averagn
strength of expansicns is almost inavita-
= ble in view of the annusl revisions. The
decling during the 1860-70 contraclion
» is revised from 1.1 percent to 0.7 percent
-, and that during the 1#75-75 contraction
from 5.7 percent to 4.8 percent. The in-
» crease during the 1970-T3 expansion is
s revised from 160 percent to 16.8 per-
cent and thet during the 197580 axpan-
1 ” gion from 23.3 percent to 246 percent.
|" Changes in cycles before 1969 are trivial
~ Cyclical movements of real GNP,
"* ones begun, have procesdsd without in-
lwbarruptiun uhti] the next furning point
in one-half the cases, a2 is indicated by
* " the Jast column of the table. Four of six
i combractions and iwo of gix expansions
. Wers uninterrapted, according to the re-
! vised estimates. In only seven quarters,
5 two of them conzecntive, were down-
ward or upward mevements interrupted
befors the turning pont was teached.
Al but one of these interraptions were
» . 2130 present in the previously published
series. The exception is the second
> ynarter of 1974, in which GNP preovi-
. tusly declined and now increases by 0.5
H, percent. at an anaual rate,1*
' Quarter-to-quarter changes in real
». GNP wera revized in all quartars after
1567, but few revisions wera sizable.
¢ ' Prior to 1979, much the largest was for
v the secomd quarter of 1974, the quarter
when the direction of change was re-
"7 verseid In that guarter, the change in
» » renl GNP, seasonally adjusted at anunal
~ rates (SAAR), was revised up by §7.2
¥ billion, of which $5.8 Fillion was in
~+ gross domestic product and $1.4 billion

L= aant

AR

12. From o pesk io the third quecter of 1068,

¥ peth the previcosty pablisked and revised sexicn

2eelle 1n the fowcth quarter of 1668 Aod the Arst

« - quarcer of 1970, in¢reaze 1o the Dext Dwo quarbira,

detdlos In the fonrth qoarter, and then lneresse far

- borddre quirtert Howevar, the firet quarter of 1070
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-F ylenaly fmbllehed eatimmien whersns 1k 1 .8 por-
ot low it o the rerisad epHmeten

L3 The woretrat in that qoarter 3 rathar oa-

" eorgain lngsmwuch An teal GHP messtiesd an the
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*- dnclines o che revised sstinntes—an 43 Ml NNP
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in facfor incoms from nbroad. In only
five other quarters before 1978 was the
chang: in real GNT revised as much as
$3.0 billion, and in only ona of these five
wos the revision in the chenge in GDP
above §2.5 billion. The Iargest revision
of all in the change in GNP, a $3.5
billion increase, wes in the first quarier
of 1879,

Inventory investment—the change in
bueiness inventories (CBI}—is highly
volatile in the shortrun and plays a cen-
tral role in analyses of business fluctua-
tioms, It is evident from chart 8 that the
revised series is much like the previ-
ously poblished cne In timing end am-
plitude of fluctuations. Periaps the big-
gest difference is that accumulation has
been, increased in the fourth quarter of
1874 and hiquidation veduced in the first
half of 1975, In eight quarters the
muarier<o-quarter change in real inven-
tory investment {SAAR) has been rve-
viged by $3.0 hillion or more, Large re-
vigions in either direciion are usually
sccompanied by revisions in the oppo-
site direction in adjacent guarters.

Chart. & also pictures fixed investment

SURVEY OF CURRENT BUSINESS

in congtant dellars. In view of the con-
siderably sharper wptrend in the new
series since 1847, it is perhaps surpris-
ing that cyclical patterns hare nei heen
changed more than is shown. In a few
quarters the revisions reverse the diree-
tion of change, but in each of these
guarters the ¢hange in the previously
publiched series was small. The shapes
of investment peaks and troughs nre
similar in the previonsly published and
revised estimates. According to both
series, the 1969 peak was multi-quar-
terad; investment wns essentislly flat
from the fArst throvgh the third
guarters. Similarly, the 1970 trough and
the 1973 peak were multiquartered, the
former covering all four quarters of
1970 and the Iatter the fivst three quazt-
ers of 1973, Within these periods the
revizion shifts the quarter that is high-
est or Jowest hut qoarterly differances
are very small. The trough in the sec-
ond quarter of 1975 and the subseqnent
peak in the third guarter of 1978 are
sharply delineated in hoth series.

The querterly pattern of real per-
sonal consumption ezpenditnres is al-

Dhindem Pzt ADED
L
tered only slighily by the revisions. The
dirsction of change was reversed only |
in ke first quarter aof 1975, when both .,
the previously published and revised
series show very small changes. The only *
anzlytically significant revisions were .
large reductiona in the gize of declines
ocenrring in the fourth quarter of 1970 °
and the second guarter of 1979, The .
former revision was mainly in services,
the Jatter in nondurable goods, *

Only for the fourth quarter of 1973
was the changs in real government pur-
chases (SAAR) revised as much as §3.0
billion. The tmlk of thiz revizion was 4
rfalntad to Uc?mmudity Cradit Corpora-
tion transactions,

There ware no revisions as large az'
$3.0 hillion in the quarterly changs in .
the seasonally adjusted annuzl rates t:l:f.Hl
merchandise trade. However, the in-
creases in rates for tofal net exports,
which are affected by changes in the .
seope of factor income and deflation
procedures, were revised up by $6.0 bil- 4
lion in the first guarter of 1674 and $4.8 »
billien in the fourth quarter of 1978,

r

F 2

4 1

-
.



December 1080 SURVEY OF CUURRENT EBIISINESS 27

National Income and Product Accounts Tabley

The tables that follow are presanted in cight groups, and the table nombers reflect these groups. Thess toble num-
bers will slso bo nsed m Netional Income and Produet Accounts Tables, 1976-79, n special supplement to this issve of
the StRvEY, and futura publications presenting NIPA estimates. ‘The proups are:

1. National product and income

2, Personanl income and outleys

3. Govarnment raceipts and evpenditures

4. Forsipn tronssciions

5. Saving and ipvestmend

6. Product end income by indastry

7. Implicit price deflators and price indexas

8. Supplementuy tabla: Parcent change from preceding period

Two sbbraviations are usad in the tables: IVA js inventory valuation adjustment and OCAd is eapital consump-
tion adjusztment.

Notes relating to classification by industry, company or sstablishment, legal form of orpanization, and durability

appear in the special supplement.
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